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Information 

This report has been prepared for our shareholders, 
securities regulatory agencies and stock exchanges. 
Requests for additional copies of this Annual Report or for 
further information should be directed to the Secretary of 
the Company. 


Westcoast Transmission Company Limited 
1333 West Georgia Street 

Vancouver, British Columbia 

Canada V6E 3K9 


Annual Meeting 

The Annual Meeting of the Shareholders of Westcoast 
Transmission Company Limited will be held in the 
Regency Ballroom of the Hyatt Regency Hotel, Vancouver, 
British Columbia, on Tuesday, April 29, 1986, at 10:00 a.m. 
(Local Time). 
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The principal business of Westcoast Transmission is 

the operation of a major natural gas pipeline system 
situated primarily in British Columbia. The total 
system includes approximately 2 100 kilometres of 
natural gas gathering lines and 2 300 kilometres of 
main transmission line, three large gas processing 
plants and three large sulphur recovery plants. 

Through share ownership in affiliated 
companies, Westcoast Transmission also has 
significant interests in the Canadian segment of the 
Alaska Highway Natural Gas Pipeline Project, a 
natural gas distribution company in west-central 
British Columbia, and a small gas processing and 
sulphur extraction plant in Alberta. 

Westcoast Transmission also owns 100 percent 
of the shares of Westcoast Petroleum Ltd. which 
explores for, develops and produces oil and natural 
gas — primarily in Alberta. 

Westcoast has pursued, and will continue to 
pursue, opportunities beyond its traditional utility 
business. “Beyond Utilities”, on pages 3, 7, 11 and 15, 
describes our diversification effort and features some 
developments to date. — 


Highlights 


Financial ($000) 


Operations: 
Total operating revenues 
Net income including extraordinary item 
Net income applicable to common shares: 
Including extraordinary item 
Before extraordinary item 
Per common share: 
Including extraordinary item 
Before extraordinary item 
Cash flow from operations 
Total Assets 
Capitalization: 
Long term debt 
Preferred shareholders’ equity 
Common shareholders’ equity 


Common shareholders’ equity per share 


Return on average common shareholders’ equity 


Statistical 


Mainline Operations: 
Total gas sales (10’m’) 
Average daily sales (10’m’) 
Peak day sales (10’m’) 
Transportation volumes (10’m’) 
Oil and Gas: 
Property acquisition, exploration and 
development costs eee incentives ($000) 
Average Daily Production: 
Crude oil and liquids (barrels/day) 
Natural gas (MMcf/day) 
Proven reserves at year end: 
Crude oil and liquids (Mbbls) 
Natural gas (Bcf) 
Common shares: 
Shares outstanding at year end (000) 
Toronto Stock Exchange price ranges — high 
— low 
Number of common shareholders 
Employees: 
Westcoast (utility) — employee person years 
Consolidated — employees at year end 


: “Before 1983 extraordinary item 
“Including investment in Texas Pacific 


1985 


$1,192,088 
60,997 


57,318 
57,318 


1.41 

1.41 
187,034 
1,996,938 


742,556 
110,000 
504,830 


1,357,386 


$12.34 
11.6% 


7 554 884 
20 698 
42 889 

214 102 


$ 231,442** 


8,013 
p22 


31,521 
479 


40,919 
$197 
$14% 
9,503 


862 
1,159 


1984 


$1,147,807 
60,376 


57,278 
Di sehe 


1.41 
1.41 
165,167 
1,751,781 


707,677 
34,210 
486,289 
1,228,176 


$11.94 
12.0% 


E239 901 
19 765 

42 941 

2 691 


$ 72,776 


4,063 
PONS 


11,893 
396 


40,741 
$15% 
$13 
9,905 


844 
1,082 


1983 


$1,127,105 
48,444 


45,302 
61,947 


Lil 

152 
158,360 
1719052 


732,421 
36,966 
472,196 
1,241,583 


$1139 
Acer 


6 782 851 
18 583 
43 481 


President's Report 
to Shareholders 


The year 1985 was one of substantial 
achievement for the Company. Our oil 
and gas arm grew by a significant 
measure and the pipeline side of our 
activities continued to deliver sub- 
stantial levels of throughput. The 
recent dramatic reduction in world 
crude oil prices presents the Company 
with new challenges, difficulties and 
opportunities but it should not be 
allowed to cast too great a shadow on 
the accomplishments and successes 

of 1985. 

The acquisition of Texas Pacific Oil 
Canada Ltd., which was completed in 
1985, doubled the amount of West- 
coast Petroleum’s oil reserves and 
added substantially to natural gas 
reserves. Furthermore, in excess of 
200,000 net acres of highly prospective 
exploratory rights and producing acre- 
age in western Canada were included 
in the assets acquired. Quite apart from 
this acquisition, Westcoast Petroleum 
achieved record levels of oil production 
and its exploration and development 
activities were very successful. 

Our vigorous natural gas marketing 
efforts met with success in 1985 in the 
face of intense competition. In particu- 
lar, the Company was able to sell signi- 
ficant and growing quantities of gas 
into the southern California and 
Nevada markets. The California mar- 
ket, it should be noted, is larger than 
that of all Canada. These continuing 
efforts will, we are confident, lead to 
an increase in the Company’s share of 
those markets. 

The natural gas liquids plant at 
Taylor, British Columbia, in which 
Westcoast has a 50 percent interest, 
was completed on time and under 
budget and began full capacity opera- 
tions in November of 1985. 

It was a great disappointment when 


at mid-year we and our partners were 
forced to suspend our fertilizer project 
because of falling world prices for urea 
and ammonia fertilizers. This $670 
million project will be re-examined 
when fertilizer prices recover to their 
previous levels. 

The Company entered into an 
agreement, subject to regulatory 
approval, with Kern River Gas Supply 
Company, a partnership of Williams 
Western Pipeline Corporation and 
Tenneco Inc., to supply 350 million 
cubic feet per day of natural gas to the 
California enhanced oil recovery 
market. California has been a major 
producer of heavy oil for many 
decades and the producers have deter- 
mined that the use of natural gas to 
produce the super-heated steam 
required in the recovery process will be 
more efficient than other fuels. The 
market could ultimately exceed one 
billion cubic feet of gas per day and, as 
a result, there are several project spon- 
sors vying for the required regulatory 
approvals. It is expected that the regu- 
latory process will be completed by the 
end of 1986. 

One of the more important 
external changes for the Company was 
the movement in Canada and the 
United States to deregulate the market- 
ing of oil and gas. In Canada the 
pricing and marketing of crude oil was 
deregulated in June and natural gas 
will be fully deregulated by the end of 
1986. This latter development should 
allow natural gas to be more competi- 
tive against other fuels and may, there- 
fore, help to maximize the use of the 
Company’s pipeline system. 

The regulatory environment 
relating to natural gas in the United 
States was an extremely active one in 
1985 although characterized by a sub- 


President’s Report 


to Shareholders 


stantial degree of uncertainty, even tur- 
moil. It is too early to predict the ulti- 
mate shape of regulatory reforms pro- 
posed by the Federal Energy Regula- 
tory Commission and the Department 
of Energy, but it is clear that the future 
export of Canadian natural gas to the 
United States will require skilled and 
vigorous marketing efforts and will 
reflect new types of contractual ar- 
rangements for both the sale and trans- 
portation of gas. Westcoast stands 
ready to meet the new challenges. 

As we look into 1986 and the years 
beyond, it is clear that the recent severe 
decline in world oil prices represents a 
setback for the oil and gas industry and 
thus for that side of the Company’s 
activities. Our exploration, develop- 
ment and acquisition programs had all 
been undertaken in the light of the 
likelihood of some fall in the price of 
oil. Nevertheless, the fall to current 
levels (approximately US$13 per barrel 
as of the date of writing) was steeper 
than anticipated. The factors that 
influence the price of oil are complex 
and not all related to the laws of supply 
and demand. For this reason, it is diffi- 
cult to predict whether a recovery in 
prices will occur within a matter of 
months or whether a lower plateau of 
prices will prevail for a longer period 
of time. It was the political will of the 
governments of the petroleum export- 
ing countries in prior years to curtail 
production and thereby sustain the 
higher market prices. The timing of a 
price recovery is, therefore, largely in 
the hands of these governments. 

Until this occurs, prudence dictates 
that Westcoast Petroleum reduce its 
1986 exploration program to conserve 
cash flow. Substantial cuts in our ex- 
ploration and development budgets 
have been made and other measures 


are being examined. The actions taken 
in this regard have not impaired the 
efficiency of the Company, nor will 
such actions prevent a quick restora- 
tion of our capital programs when war- 
ranted by increased oil prices and cash 
flow. 

Despite this setback we are confi- 
dent about the Company’s future. The 
Company remains in a healthy finan- 
cial state with an energetic workforce. 
It enjoys the benefit of balanced opera- 
tions through the stability of a utility 
coupled with the growth opportunities 
of an oil and gas subsidiary. Industry- 
wide setbacks, such as we have recently 
experienced, ultimately provide op- 
portunities for those prepared to take 
advantage of them. In this light, West- 
coast will continue to examine all op- 
portunities for growth and progress, 
and will take all possible steps to 
reduce the adverse effects of the oil 
price drop. 

During the year we welcomed 
Wendy B. McDonald to the Board of 
Directors and on October 24, 1985 
Philip G. Griffin was appointed Vice 
President, General Counsel and Secre- 
tary of the Company. 

On behalf of the Board of Direc- 
tors, | wish to express our appreciation 
to all employees of the Company for 
their energetic and successful pursuit 
of activities aimed at securing and im- 
proving Westcoast’s cash flow and 
building a base for increased profita- 
bility in the future. 


Cli. Yi 


John Anderson 
President and Chief Executive Officer 


Vancouver, British Columbia, Canada 
March 17, 1986 


Beyond Utilities 


NEW MARKETING OPPORTUNITIES 


Deregulation has opened up new 
service areas for Westcoast’s 
natural gas utility, chiefly the vast 
California market (chart right). 
The enhanced oil recovery 
market, with cogeneration plants 
like this (left) in Kern County, 
represents additional sales 
potential of one billion cubic 
feet per day. 
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Gas Sales 
and Transportation 


Total mainline gas sales in 1985 
increased 4.4 percent to 7.6 billion 
cubic metres valued at $895 million, 
as compared with 7.2 billion cubic 
metres and $882 million in 1984. 
Overall throughput in the Westcoast 
pipeline system increased 7.4 percent 
in 1985 to 78 billion cubic metres, 
including gas transported for direct 
export sales by Canadian producers. 
The domestic market grew six 
percent as a result of colder weather in 
November and December, stronger 
economic activity in British Columbia 
and the start-up of the natural gas 
liquids plant at Taylor, B.C. Gas sales 
volumes were approximately five 
billion cubic metres in 1985, compared 


to 4.7 billion in 1984. 

Sales volumes to the Company’s 
export customer, Northwest Pipeline 
Corporation, increased from 2.55 
billion cubic metres valued at approx- 
imately $460 million in 1984 to. 

2.59 billion cubic metres valued at 
$407 million in 1985. Export sales 
volumes increased in December as a 
result of the start of off-system sales 
into the California and southern 
Nevada markets and from the colder 
weather in the Pacific Northwest late 
in the year. In terms of sales proceeds, 
the increase in export sales was offset 
by the lower prices required to meet 
competition from residual fuel oil and 
from lower prices for United States 
natural gas resulting from that 
country’s deregulation of its natural 
gas industry. 


1985 1984 
2000 
$ $ 
Millions 10°m’ Millions 10°m? 
81 82 83 84 85 
Export: 
Natural gas sales 
Northwest $406.8 2 587 $460.4 2 545 
Gas transported for others 3.8 214 = 
410.6000 e) 2 8010 ee 
Domestic: 
Natural gas sales 
B.C. Hydro and Power Authority 290.3 2 760 247.2 2590 
Inland Natural Gas Co. Ltd. 12339 1 356 108.9 1 284 
Pacific Northern Gas Ltd. 65.7 749 59.4 722 
Other domestic sales Tee, 93 6.2 23 
NGL Plant (45 days operation) 1.5 10 a = 
488.2 4 968 421.7 4 689 
$898.8 7 769 $882.1 7257 
Total: 
Natural gas sales $895.0 7 555 $882.1 7 234 
Gas transported for others 3.8 214 — 3 
$898.8 7 769 $882.1 C257 
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Regulatory Environment 

Natural gas markets in Canada and 
the United States were and continue 
to be influenced dramatically by the 
accelerating pace of deregulation in 
both countries. 

As a result of an agreement on 
natural gas markets and pricing 
reached between Federal and 
Provincial Ministers of Energy in 
October 1985, and of an earlier 
relaxation in the administration of 
export pricing, producers have been 
able to sell natural gas directly to 
United States customers. Westcoast’s 
carriage of gas for this type of export 
sale increased from virtually nothing in 
1984 to 214 million cubic metres in 
IOSD. 

Asa further result of the October 
1985 agreement, Westcoast, in con- 
junction with Northwest Pipeline Cor- 
poration, was able to arrange sales of 
100 million cubic metres of natural gas 
in 1985 in the important California 
market. 

In the United States, the Federal 
Energy Regulatory Commission imple- 
mented Rule 436 on November 1, 
1985. This rule is designed to encour- 
age United States pipelines to become 
non-discriminatory natural gas trans- 
porters for other companies. This 
potential change of role for U.S. gas 
pipelines, together with certain other 
suggestions of FERC relating to the 
billing for different sources of gas, has 
given rise to uncertainty in the market- 


place. The role of individual U.S. 


pipelines will not be resolved until it is 
known which U.S. pipelines will elect 
to become non-discriminatory trans- 
porters and in what manner the other 
suggestions of FERC will be resolved. 

Irrespective of the changes which 
deregulation will create on both sides 
of the border, Westcoast will exploit 
every new opportunity to sell 
Canadian natural gas, both on its 
own account and for others. 


Regulation 


NEB Toll Hearing 

In December 1985, the Company 

filed an application with the National 
Energy Board for the approval of new 
tolls effective January 1, 1986. The new 
tolls reflect a proposed increase in the 
Company’s allowed return on its 
investment from 12.05 percent to 
12.63 percent per annum; a reduction 
in annual depreciation rates from 
approximately 4 percent per annum in 
1985 to 3 percent per annum; and an 
overall 3.2 percent increase in the 1986 
cost of service over 1985. 

Pending the final ruling, the Board 
has authorized collection of new rates 
and tolls on an interim basis commenc- 
ing January 1, 1986. The hearing in 
relation to the application began on 
March 4, 1986. 


Pipeline Review Panel 

A pipeline review panel has been 
established in accordance with 

the provisions of the October 31, 
1985 agreement between the federal 
and provincial governments on 
natural gas markets and prices. 

The panel will study the role and 
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Operations Review 


operations of Canadian interprovin- 
cial and international pipelines. 

It will determine the impact of 
pipeline operations on producers, 
shippers, distributors and direct-sale 
customers linked to their systems. 
The panel will recommend the man- 
ner in which natural gas pipelines can 
contribute to a more flexible and 
market-oriented gas pricing system. 
Westcoast welcomes the opportunity 
to participate in this review and is 
anxious to make recommendations 
designed to assist in the orderly transi- 
tion from a regulated to a deregulated 
market environment. 


Capital Construction 
Program 


Utility Capital Expenditures 

In 1985, Westcoast completed the 
upgrading and relocation of its 30-inch 
mainline in the Coquihalla Canyon at a 
cost of $9.3 million. This project was 
necessitated by the construction of the 
new Coquihalla Highway. 

During the year the Company 
upgraded fourteen sections of 30-inch 
mainline pipeline, seven sections of 
36-inch mainline loop, and relocated 
two sections of 30-inch mainline pipe- 
line totalling approximately 33 kilo- 
metres between Hasler Flats, south 
of Chetwynd, and Hope, British 
Columbia. These upgrades, which 
required the relocation and installation 
of heavier wall pipe, were necessitated 
by population encroachment on the 
pipeline right-of-way. The cost of the 
upgrades was approximately $275 
million at December 31, 1985. 


Natural Gas Liquids Recovery Project 

The new natural gas liquids recovery 
project at Taylor in northeastern 
British Columbia became operational 
on November 15, 1985. Westcoast 
commenced the project in July 1984 
in association with Petro-Canada Inc. 
It was completed on time and under 
budget at a cost of approximately 
$62 million, of which $31 million is the 
Company’s share. 

The extraction facilities to recover 
liquids from the natural gas stream and 
fractionation facilities to separate the 
liquids have the capacity to process up 
to 10.6 million cubic metres of natural 
gas and recover 6,800 barrels of pro- 
pane, butane and pentanes-plus per 
day. At year-end, the plant was operat- 
ing at or above design capacities. 

The plant is operated by West- 
coast, with Petro-Canada marketing 
and distributing the product through- 
out British Columbia, Alaska and the 
northwestern United States. 


Oil and Gas 
Operations 


A sharp acceleration in the pace of 
exploration and development required 
total expenditures of $102 million in 
1985. New records were set in all 
aspects of Westcoast Petroleum’s 
Operations as a result of the largest 
capital program in its history. 

Net revenues for the year were 
$105 million in 1985, a 60 percent 


Beyond Utilities 


he natural gas liquids plant 
at Taylor, B.C., which began 
operation in November 1985, 
extracts and separates liquids from 
the natural gas stream and has a 
capacity to recover 6,800 barrels 
of propane, butane and 


pentanes-plus per day. 
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increase from $65.4 million in 1984. 
This reflects higher sales volumes of 
both oil and gas together with slightly 
higher crude oil prices. Cash flow from 
operations amounted to $60.9 million, 
compared with $36.5 million in 1984. 
Net income was $8.1 million after 
allocation of $5.9 million of financing 
costs relating to the Texas Pacific 
acquisition described below. 


Texas Pacific Acquisition 

Westcoast, through its ownership of 
Westcoast Petroleum, continued to 
increase its position in the exploration 
and production sector of the oil and 
gas industry in 1985. 

Agreement was reached with the 
Seagram Company Ltd. on May 7, 1985 
to acquire all of the shares of Texas 
Pacific Oil Canada Ltd. and certain 
other related assets. 

The purchase price amounted to 
$129.3 million excluding working 
capital. It resulted in the acquisition of 
210,000 net acres of prime exploratory 
rights and producing acreage in 
western Canada, 21 million barrels of 
proven and probable oil reserves and 
80 billion cubic feet of gas reserves; it 
also added 2,400 barrels of oil and ten 
million cubic feet of natural gas to 
Westcoast’s daily production 
capability, 

The integration of the Texas 
Pacific staff increased the workforce of 
Westcoast Petroleum from 130 to 180. 
Texas Pacific’s principal properties are 
Alberta oil and natural gas production 
at Ferrier and oil production at 
Otter-Sawn. With this acquisition, and 
the expansion of the Company’s tradi- 


tional activities, Westcoast has become 
a key participant in the western 
Canadian oil industry with more than 
1.3 million total net exploratory and 
producing acres and daily oil produc- 
tion capability exceeding 

10,000 barrels. 


Western Accord and Deregulation 

The Western Accord was the most 
significant external event in 1985 
affecting the oil industry in general, 
and Westcoast Petroleum specifically. 
In March of 1985 the federal govern- 
ment and the western provinces agreed 
to deregulate oil prices, to develop 

a market-sensitive gas pricing 
mechanism and to phase out the 
Petroleum and Gas Revenue Tax 
(PGRT) and the Petroleum Incentives 
Program (PIP). Subsequently, Alberta 
and British Columbia introduced 
various measures aimed at royalty 
relief. All of this had the effect of im- 
proving industry cash flows and the 
economics of exploring for oil and 
natural gas. 

With deregulation of oil pricing on 
June 1 and withdrawal of the Alberta 
government from its role as exclusive 
marketer for all Alberta oil production, 
the Company has made arrangements 
for direct sales to refiners. No signifi- 
cant problems in placing its oil produc- 
tion have been encountered, but sales 


have been reduced on occasion as a 
result of oil pipeline capacity 
limitations. 

Instability of oil prices became 
a growing problem in the latter part 
of the year as oil supplies continued 
to exceed demand on a global basis. 
Oil prices have declined severely 
during the first part of 1986. Westcoast 
Petroleum is making the necessary 
operating adjustments until such time 
as supply and demand once again 
approach a closer balance. 


Exploration Program 

Spending on exploration programs 
amounted to $65 million in 1985, up 
36 percent from $48 million in 1984. 
The exploration program was directed 
at western Canadian oil concentrated 
in Alberta, with somewhat less in- 
volvement in British Columbia and 
Saskatchewan. Significant oil discov- 
eries were made at Gilwood in north- 
western Alberta and at Ronalane in 
southern Alberta. 

Westcoast Petroleum’s involve- 
ment in the Beaufort Sea/Mackenzie 
Delta area continued with the drilling 
of three wells in the Beaufort Sea and 
four wells in the Mackenzie Delta 
under the terms of a farm-in agreement 
with Esso Resources. These wells 
encountered encouraging oil shows at 
Nipterk in the Beaufort Sea and poten- 
tial commercial discoveries of gas and 
oil in the Tuk peninsula. 

Westcoast Petroleum’s first 
significant participation in inter- 
national offshore exploration is its 
12% percent interest in the Aretusa 
No. 1 well drilled off Sicily in the 


Mediterranean Sea. It encountered oil 


but probably not in commercial quan- 
tities. Additional drilling in the area is 
under consideration. 


Development Activities 
Development expenditures were up 
sharply to $37 million in 1985 from $25 
million in 1984. This increased activity 
involved major projects aimed at 
increasing oil production at Suffield, 
Ferrier and Otter-Sawn. 

The most important project 
was at Suffield in eastern Alberta, 
where the Company has a 30 percent 
interest in 126 wells drilled to enhance 
the recovery from the South Jenner 
Glauconitic oil pool. Engineering 
studies indicated that limited 
recoveries on the previous 40-acre 
spacing could be enhanced by infilling 
the pool on a two-and-a-half acre 
spacing pattern. As a result of this 
program, Westcoast Petroleum expects 
to gain significant additional produc- 
tion by mid-1986. Similar, but of less 
impact, was infill drilling undertaken 
at Ferrier. This plan will reduce well 
spacing from the present 320 to 160 
acres and will generate substantial 
additional production during 1986. 

In northern Alberta, development 
continued in the Ogston and Otter- 
Sawn areas where Texas Pacific’s 
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exploration activities were concen- 
trated. The 1984 Ronalane Mannville 
oil discovery in southern Alberta was 
followed up by drilling eight additional 
wholly-owned wells. This project has 
generated production of more than 
700 barrels per day. 

The Crystal waterflood project 
became completely operational in early 
1986. As a consequence, Westcoast 
Petroleum’s share of production from 
the Crystal unit increased from 1,050 
to 2,650 barrels of oil per day. After 
completion of development drilling 
and production facilities, installation 
of a gas conservation plant in the 
Crystal field was begun. This plant will 
process natural gas at rates up to six 
million cubic feet per day. Westcoast 
Petroleum’s share of production will 
initially be about 2.5 million cubic feet 
per day and 150 barrels per day of 
natural gas liquids extracted from the 
rich solution gas that is produced 
along with the Crystal field oil. The 
Crystal gas plant is scheduled for 
Operation in early 1986. 

In 1985, the heavy oil pilot 
project was expanded on Westcoast 
Petroleum’s Manatokan leases in the 
Cold Lake area of northeastern 
Alberta. Under a farm-out agreement, 
Canadian Occidental Petroleum Ltd. 
conducted a five-well pilot project and, 
encouraged by results, installed a 
larger steam flood pilot project at a 
cost of $25 million. This program 
involved drilling 34 wells over a 120 
acre area and installing a major surface 
facility to generate steam, to treat oil 
and to dispose of water. It is expected 


10 


to produce oil at an average of 1,400 
barrels per day. Large-scale pilot 
operations are anticipated to begin 
in the first quarter of 1986 and 
continue for four years. At that time, 
Canadian Occidental Petroleum Ltd. 
will review results and decide on 
expanding the pilot project to 
commercial operation. 

Westcoast Petroleum retains a 
10 percent net profits interest in the 
leases and an option to take a 50 per- 
cent working interest at the end of the 
pilot stage. If a commercial operation 
should prove feasible, Manatokan 
heavy oil production could make a 
significant contribution to Westcoast 
revenues in the 1990’s. 


Oil and Gas Production 

Production of oil and natural gas 
liquids increased in 1985 for the 
eleventh consecutive year. Oil and 
natural gas liquids production during 
the year averaged 8,013 barrels per day, 
a 97 percent increase from the previous 
year’s 4,063 barrels per day. Natural 
gas production increased by 10 percent 
from 29.3 million cubic feet per day in 
1984 to 32.2 million in 1985. Natural 
gas production was substantially below 
the Company’s estimated productive 
capacity of about 60 million cubic feet 
per day, due entirely to depressed gas 
markets. 


Beyond Utilities 


EXPLORATION & PRODUCTION 


Westcoast Petroleum has become a 
key participant in the western 
Canadian oil industry with 1.3 

million net exploratory and 
producing acres and oil production 
capability exceeding 10,000 barrels 
per day. Record 1985 development 
included infill drilling at Suffield 
(above) and a heavy oil project at 
Manatokan (right). 
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Oil Pipeline Operations 

Westcoast Petroleum’s 813 kilometre 
crude oil pipeline from Fort St. John to 
Kamloops continued to operate at 
normal levels in 1985. Throughput 
declined marginally from 27,555 bar- 
rels per day in 1984 to 26,075 barrels 
per day in 1985. Total revenues were 
$8 million in both 1985 and 1984. 


Affiliated Companies 


Foothills Pipe Lines (Yukon) Ltd. 

Westcoast, through its investment 

in Foothills Pipe Lines, continued to 
participate in the transmission of 
Alberta natural gas to the United 
States. Deliveries through the Foothills 
system to midwestern and western 
United States gas markets increased 
from 5.0 billion cubic metres in 1984 to 
6.6 billion cubic metres in 1985. In late 
1984, the Canadian federal government 
introduced market-based prices for 
export sales. This was the main reason 
for the 31 percent volume increase. 

In 1985, Foothills filed an 
application with the National Energy 
Board to construct 189 kilometres of 
pipeline with additional compression 
facilities in Alberta and Saskatchewan 
at a cost of $319 million to handle 
additional exports to midwestern U.S. 
markets. Because of the intense com- 
petition between Canadian and United 
States sources of gas, it is unlikely 
that this project will proceed in its 
original form. 
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Pacific Northern Gas Ltd. 

Westcoast, through its investment in 
Pacific Northern Gas, participates in 
natural gas distribution to communt- 
ties and industries from Summit Lake 
to Kitimat and Prince Rupert in west- 
central British Columbia. Westcoast 
owns 44 percent of the common shares 
of Pacific Northern Gas, including all 
of the voting shares. 

Pacific Northern’s operating 
revenues for the year were $95.1 
million compared with $89.9 million in 
1984. Gas sales volumes increased by 
11.3 percent in the general service 
sector and by 2.5 percent in the indus- 
trial sector, representing an overall 
3.2 percent increase over 1984. The 
increased sales to the general service 
sector were attributable to the addition 
of new customers and colder than 
normal weather in 1985. 

The British Columbia Utilities 
Commission rendered its decision on 
Pacific Northern’s rate application on 
January 29, 1986. It authorized a one 
percent increase in Pacific Northern’s 
retail rates, effective February 1, 1985. 
This permits Pacific Northern to earn 
a lb percent return on its equity 
capital. 


Saratoga Processing Company Limited 
Saratoga Processing operates a natural 
gas processing and sulphur extraction 
plant near Coleman in southwestern 
Alberta. Westcoast owns 25 percent 
of the common shares of Saratoga, 


including all of the voting shares. 

This operation has a capacity to treat 
approximately 1.4 million cubic metres 
of sour natural gas per day which it 
processes on a fee basis for area 
producers. 

Saratoga’s operating revenues 
increased to $5.1 million in 1985 as 
compared to $4.5 million in 1984. This 
increase resulted from additional 
investment in new capital projects 
which were primarily related to 
pollution abatement. Saratoga recovers 
such investment through its cost-of- 
service arrangement. 


Energy-Related 
Projects 


Nitrogen Fertilizer Plant 
Early in 1985, Chieftain Development 
Co. Ltd., Unocal Corporation and 
Westcoast announced their intention 
to carry out engineering and environ- 
mental studies for the construction of a 
nitrogen fertilizer plant in the lower 
mainland of British Columbia. During 
the study period, nitrogen fertilizer 
prices dropped to extremely low levels. 
Structural changes occurred in 
the market and low prices are anti- 
cipated for the foreseeable future. The 
project was thus rendered uneconomic 
at this time and was suspended on 
August 28, 1985. Accordingly, the 
Company wrote off study and investt- 
gation charges of $535 thousand 
(after-tax) in 1985. Since that time, 


prices have continued to drop. When 
they recover, the viability of the project 
will be re-examined. 


Liquefied Natural Gas Project 

This project was designed to export 
natural gas from the provinces of 
Alberta and British Columbia to gas 
and electricity utilities in Japan. 

During the year, the Western 
Canada LNG Project, which was spon- 
sored by Petro-Canada Inc., Mobil Oil 
Canada Ltd., NIC Resources Ltd., 
Suncor Inc. and Westcoast, continued 
negotiations with a group of Japanese 
buyers. 

Unfortunately, the discussions con- 
cluded without resolution of outstand- 
ing issues. The obstacles related 
primarily to uncertainty in world oil 
prices. 

The project has now been discon- 
tinued. The Company has written off 
study and investigation charges on this 
project of $645 thousand (after-tax) in 
the first quarter of 1986. 
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Natural Gas Proven 
Reserves 

Before Deduction of Royalties 
Billions of Cubic Feet 


479 
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Financial Review 


Net Income Applicable 
to Common Shares* 
$ Million 


$75 


“ 57.3) 57.3 


81 82 83 84 85 


fH Westcoast Transmission 
Company Limited 


BB Westcoast Petroleum Ltd. 


Foothills Pipe Lines 
fa (Yukon) Ltd. 


Consolidation Adjustments 
and Other Subsidiaries 


Before Extraordinary Item 


Earnings Per 
Common Share 


$2.00 


1.41 1.41 160 


1.20 
0.80 


0.40 


81) 482.83) 84— 185 


fM Before Extraordinary 
Item 

BB Including Extraordinary 
tem 


fi) Dividends Paid Per 


Common Share 


Consolidated Results 


Consolidated net income for the year 
amounted to $61 million, as compared 
to $60.4 million in 1984. After provi- 
sion for preferred share dividends, net 
income per common share for 1985 
equalled that for 1984, at $1.41 per 
share. 

Consolidated funds generated from 
operations increased significantly from 
$165.2 million in 1984 to $187 million 
in 1985. The major reason for this im- 
provement was the increase in West- 
coast Petroleum’s operating cash flow 
from crude oil and natural gas sales. 
Consolidated operating revenues were 
$1.2 billion in 1985 as compared to 
$1.1 billion in 1984. 


Westcoast Transmission 


As a result of the utility capital 
expenditures in 1985, particularly the 
main line upgrades and the Coquihalla 
relocation project, the Company’s rate 
base associated with its pipeline system 
increased from $698 million at Decem- 
ber 31, 1984 to $713 million at 1985 
year end. 

The Company’s long-term external 
financing requirements in 1985 were 
met by issues of debentures, term pre- 
ferred and convertible preferred 
shares. A $75 million debenture issue 
was made in April 1985 and the Com- 
pany also sold a $50 million debenture 
issue in late 1985 for delivery in 
January of 1986. During the year, sub- 
stantially all of the Company’s 814% 
Series A Preferred Shares were 
tendered for purchase and the balance 
was redeemed. As a replacement for 
those securities, retractable preferred 
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shares in the amount of $35 million 
were issued. Convertible preferred 
shares amounting to $75 million were 
issued in June 1985. 

The Company introduced its 
Dividend Reinvestment and Share 
Purchase Plan during the third quarter 
of 1985. Common shares amounting to 
$1.9 million were issued pursuant to 
this Plan in 1985. 


Investment in Assets 
December 31 
1985 1984 
$ $ 
Millions % Millions % 
Westcoast Transmission 
Company Limited 1,024.3 52 1,014.5 58 
Westcoast Petroleum Ltd. 505.2 25 281.8 16 
Foothills Pipe Lines 
(Yukon) Ltd. 284.6 14 29] my 
Other subsidiaries 182.8 9 158.0 9 
1,996.9 100 1,751.8 100 
Capitalization 
Consolidated Consolidated 
Excluding Including 
Foothills Foothills* 
1985 1984 1985 1984 
Long term debt 50% 52% 55% 58% 
Preferred shares 9 3 8 3 
Common equity 41 45 37 39 
100% 100% 100% 100% 


*The Company’s financial statements shown tn this Lao on pages 17 


through 32 reflect a full consolidation of the financial results of all 
Cs Res companies and also a consolidation of Westcoast’s propor- 
tionate share of the Foothills group of companies. The above fable 
displays Westcoast’s capital structure excluding and including the 
proportionate share of Foothills’ long term debt. It should be noted 
that none of the Foothills’ indebtedness is guaranteed by Westcoast 
or NOVA, an Alberta Corporation, the two sponsor companies. 


ith the acquisition of Texas 
Pacific Oil Canada Ltd., Westcoast 
Petroleum added 21 million 
barrels of oil and 80 billion cubic 
feet of gas to its proven and 
probable reserves. As well, Texas 
Pacific properties like Ferrier (right) 
and Otter-Sawn (bottom) added 
2,400 barrels of oil and ten million 
cubic feet of gas to Westcoast’s 
datly production capability. 


Senex 
e@ 


Sawn 
Otter @0 gsten 


e 
Golden 


O Edmonton 
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Ferrier 
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Financial Review 


Subsidiaries and Contributions to Net Income 
age . i mo h 
Affiliated Com panies BPE ean le bo.com ie eee ended December 31 
1985 1984 
. . . $ 
Contribution to the consolidated net Millions  % ‘Millions __-% 
income by Westcoast’s subsidiaries Westcoast Transmission 
lero é ; Fi Company Limited 33.6 59 32.8 Di 
and affiliate companies continued to Westcoast Petroleum Ltd. 8.1* eS il) 7/ 19 
be significant in 1985. Boobie eee .f ae 
. ukon td. . 2 
Westcoast Petroleum’s net income Osher subsidiaries 53 ROR 
in 1985 was Sone million. Funds 57.3 100 573 100 


generated from operations in 1985 
were $60.9 million, up 67 percent from “After allocation of financing costs of $5.9 million relating to the 
$ 366 falluon in 1984 he iNCredeenwas acquisition of Texas Pacific Oil Canada Ltd. and related assets. 
mainly due to higher crude oil and 


FRO et no natural gas sales, part of which resulted 


Flow from Operations from the acquisition of Texas Pacific. 
$ Million 


Westcoast owns 100 percent of the 
shares of Westcoast Petroleum. 
Foothills’ contribution to the 
Company’s net income in 1985 was 
$13.3 million, an increase of 10 percent 
compared with $12 million in 1984. 
Dividends and share redemptions 
resulted in an $18.7 million cash recov- 
ery of the Company’s investment in 
Foothills, an increase over the 1984 


e182 83 84 85 recovery of $8.7 million. Total cash 
| Westcoast ‘Transmission ONAN since the Foothills system 
Company Lansited went into operation in the fall of 1981 
[Westcoast Petroleum Ltd. ae 
BE Foils Pipe Lines now total $48 million. 
(Yukon) Ltd. . 
Consolidation Adjustments Westcoast through Its aa percent 
and Other Subsidiaries ownership of Pacific Northern Gas 


received earnings from that company 
amounting to $1.6 million in 1985 as 
compared to $1.7 million in 1984, 

Westcoast also received income 
through its 25 percent ownership in 
Saratoga Processing amounting to 
$249 thousand in 1985 as compared to 
$255 thousand in 1984. 
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FINANCIAL STATEMENTS 


Management Responsibility for Financial Reporting 


The consolidated financial statements and all information in this report have been prepared 

by and are the responsibility of management. The consolidated financial statements have been 
prepared in conformity with accounting principles generally accepted in Canada. Management 
depends upon the Company’s system of internal controls and formal policies and procedures 
to ensure the integrity and reliability of accounting and financial reporting, and, to provide 
reasonable assurance that assets are safeguarded and that transactions are properly executed in 
accordance with management’s authorization. Management is also supported and assisted by a 
program of internal audit. 

Clarkson Gordon, Chartered Accountants, the shareholders’ auditors, have performed 
an independent examination of the consolidated financial statements in this report. Their 
examination was made in accordance with generally accepted auditing standards and they have 
performed such tests and other procedures as they considered necessary. Their independent 
professional opinion on the fairness of these consolidated financial statements is included under 
the Auditors’ Report. 

The Audit Committee of the Board of Directors is comprised solely of directors who are not 
employees of the Company or of its subsidiaries. This Committee meets regularly with manage- 
ment, the internal auditors and the shareholders’ auditors to review the financial statements, 
the Auditors’ Report and other auditing and accounting matters to ensure that each group is 
properly discharging its responsibilities. The Audit Committee reports its findings to the Board 
of Directors for final approval of the consolidated financial statements. 


D.H. Parkinson 
Senior Vice President 


and Chief Financial Officer 


Auditors’ Report 
To the Shareholders of 


Westcoast Transmission Company Limited: 


We have examined the consolidated balance sheets and the consolidated statements of long term 
debt of Westcoast Transmission Company Limited as at December 31, 1985 and 1984 and the 
consolidated statements of operations, retained earnings, contributed surplus and changes in 
financial position for each of the years in the three year period ended December 31, 1985. Our 
examinations were made in accordance with generally accepted auditing standards, and accord- 
ingly included such tests and other procedures as we considered necessary in the circumstances. 

In our opinion, these consolidated financial statements present fairly the financial position of 
the company as at December 31, 1985 and 1984 and the results of its operations and the changes 
in its financial position for each of the years in the three year period ended December 31, 1985 in 
accordance with accounting principles generally accepted in Canada, consistently applied, 
except for the change, with which we concur, in 1984 in the method of accounting for foreign 
currency translation as explained in Note 1 to the consolidated financial statements. 


Vancouver, Canada, Clarkson Gordon 
February 3, 1986. Chartered Accountants 
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Consolidated Balance Sheets 
ecember 31 


Westcoast Transmission Company Limited 
(Incorporated under the laws of Canada) 


1985 1984 
(in thousands) 
Assets 
Plant, property and equipment (Notes 3 & 14) $2,306,961 $1,994,947 
Less accumulated depreciation and depletion 690,336 610,561 
1,616,625 1,384,386 
Current assets: 
Cash and temporary cash investments — 5,040 
Sinking fund deposits with trustees: 
Principal 1,600 £512 
Interest 1,645 1,765 
Accounts receivable: 
Trade 156,187 151,052 
Other 27,674 19,480 
Materials and supplies 18,223 17,077 
Line pack gas 7,180 7,384 
Prepayments 4,791 2,446 
217,300 205,756 
Deferred charges and other investments: 
Debt discount, premium and expense 8,046 8,023 
Northern pipeline projects (Note 4) 76,964 78,809 
Unrealized foreign exchange losses (Note 1) 21,398 20,145 
Other (Note 5) 56,605 54,662 
163,013 161,639 
$1,996,938 $1,751,781 


On behalf of the Board: 


Chin fee 


Director 
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Director 


(See accompanying notes) 
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1985 1984 
(in thousands) 
- Common Shareholders’ Equity 
Common stock (Note 6) $ 236,337 S-233:652 
Contributed surplus 5,095 2,158 
Retained earnings 263,398 250,479 
504,830 486,289 
Preferred Shareholders’ Equity 
Preferred stock (Note 8) 110,000 34,210 
Liabilities 
Long term obligations: 
Long term debt (Notes 11 & 17) 742,556 707,677 
Deferred income taxes (Notes 13 & 14) 311,622 2A5™123 
1,054,178 950,800 
Current liabilities: 
Bank indebtedness (Note 10) 74,180 46,414 
Accounts payable 173,625 139,700 
Income and other taxes payable (Note 13) 12,601 27,936 
Interest on debt 20,488 19:13 1 
Long term debt due within one year 21,688 23,685 
302,582 256,866 
Minority interest in subsidiary companies: 
Preferred shares 5,000 5,000 
Common shares 20,348 18,616 
25,348 23,616 
Commitments and contingencies (Note 16) 
$1,996,938 $1,751,781 


Consolidated Statements of Operations 


For the years ended December 31 


Westcoast Transmission Company Limited 


Operating revenues: 
Gas and oil sales 


Other 


Operating revenue deductions: 
Cost of gas sold 
Operation and maintenance 
Depreciation and depletion 
Taxes — other than income taxes 


Operating income 

Other income: 
Allowance for funds used during construction 
Northern pipeline projects Phase II recovery (Note 4) 
Investment and other income (Note 5) 


Income deductions: 
Interest on debt (Note 11) 
Debt discount, premium and expense 


Other 


Income before undernoted items 


Income taxes (Note 13): 
Current 


Deferred 


Minority interest 
Income before extraordinary item 
Extraordinary item, net of deferred income taxes (Note 4) 
Net income 
Provision for dividends on preferred shares 
Net income applicable to common shares: 
Including extraordinary item 
Before extraordinary item 
Common shares outstanding — weighted average 
Per common share — basic (Note 7): 
Including extraordinary item 
Before extraordinary item 
Dividends per common share 


(See accompanying notes) 
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1985 


$1,128,615 
63,473 
1,192,088 


705,509 
121,932 
86,784 
56,792 
971,017 


221,071 


2,806 
4,676 
12,565 


241,118 


96,929 
Cit 
5,351 


1984 


(in thousands) 


$1,083,513 
64,294 
1,147,807 


706,180 
112,244 
74,292 
55,840 


948,556 
199.254 


1,570 
3,648 
9,605 
214,074 


89,878 
1,076 
S21 


1983 


$1,064,204 
62,901 
£27,105 


701,819 
109,108 
70,645 
52,693 


934,265 
192,840 


2,309 
3,486 
4,806 


203,441 


1,295 
1,056 
2,124 


103,411 


94,481 


94,473 


137,707 


37,216 
36,137 


73,353 
3,357 
60,997 


60,997 
3,679 


$ 57,318 


$ 57,318 


40,785 


$1.41 
$1.41 
$1.04 


1195995 


28,950 
27,059 


56,009 
3,208 
60,376 


60,376 
3,098 


Ne 7Ls) 


leew er) 


40,735 


$1.41 
$1.41 
$1.04 


108,968 


21,050 
19,366 
40,416 

3,463 
65,089 - 
16,645 


48,444 
3,142 


$ 45,302 
$ 61,947 
40,721 


$1.11 
$1.52 
$1.04 


Consolidated Statements of Changes in Financial Position 


For the years ended December 31 
Westcoast Transmission Company Limited 


Operating activities: 
Income before extraordinary item 
Add (deduct) items not involving a flow of cash: 
Minority interest 
Deferred income taxes 
Depreciation, depletion and amortization 


Allowance for equity funds used during construction 


Equity component of deferred carrying charges 


Financing activities: 
Long term debt additions 
Long term debt repayments 
Common shares issued 
Preferred shares issued 
Preferred shares redeemed 


Financial resources generated for investments and dividends 


Investment activities: 
Additions to plant, property and equipment: 
Westcoast utility system 
Oil and gas exploration and development costs 
Petroleum incentives 


Other 


Investment in Texas Pacific (Note 14) 
Northern pipeline projects 
Other 


Dividends: 
Dividends on common and preferred shares 
Dividends paid by subsidiaries to minority interests 


Total investments and dividends 


Change in non-cash working capital: 
Accounts receivable 
Accounts payable 
Income and other taxes payable 
Other non-cash working capital items 


Increase (decrease) in cash position during the year 
Cash position, beginning of year 
Cash position, end of year 


Cash position consists of cash and temporary cash investments net of bank indebtedness. 


(See accompanying notes) 


1985 


$ 60,997 


3,357 
36,137 
88,643 

(437) 
(1,663) 


187,034 


73,888 
(44,013) 
2,685 
106,664 
(34,238) 
104,986 
292,020 


60,164 
102,108 
(31,637) 

29,225 
159,860 
129,334 

(1,845) 

(9,414) 
277,935 


45,951 
1,879 


47,830 
325,765 


(13,329) 
30,184 
(14,018) 
(1,898) 
939 
(32,806) 
(41,374) 
—$ (74,180) 
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1984 
(in thousands) 


$ 60,376 


3,208 
27,099 
76,603 

(518) 
(1,561) 
165,167 


(48,688) 
£53 


(2,756) 
(51,309) 
113,858 


39,161 
IZ776 
(21,394) 
6,210 
96,753 


2,287 
23,941 


122,981 


45,482 
1,682 


47,164 
170,145 


33,472 
(26,230) 
1,384 
(1,456) 
7,170 
(49,117) 
7,743 
$ (41,374) 


1983 


$ 65,089 


3,463 
19,366 
71,782 

(825) 
(515) 


158,360 


71,328 
(39,555) 
298 


32,071 
190,431 


26,303 
48,552 
(17,201) 
14,988 
72,642 


(i517 2) 
738 
72,209 


45,494 
1,593 


47,087 
119,296 


(28,790) 
29,721 
9,358 
(628) 
9,661 
80,796 
(73,053) 
$ 7,743 


Consolidated Statements of Long Term Debt 


December 31 


Westcoast Transmission Company Limited 


1985 1984 


Due United States Canadian United States Canadian 
Date Dollars Dollars Dollars Dollars 
ee en a 


(in thousands) 
Westcoast Transmission Company Limited 
First Mortgage Pipe Line Bonds 


7% Series F 1988 10,382 $ 14,509 14,463 $ 19,112 
8% Series G 1997 51,143 54,742 
93/4% Series H 1996 36,500 51,009 38,750 51,204 
Debentures 
7¥2% Debentures, First Series 199% 433 437 
8%% Debentures, 1993 Series 1993 31,645 33,576 
97/% Debentures, 1998 Series 1998 67,971 70,445 
10%2% Debentures, 1999 Series 1999 70,685 72,940 
122%4% Debentures, 2000 Series 2000 93,352 95,008 
167/4% Debentures, 1987 Series 1987 50,000 50,000 
12%% Debentures, 1993 Series 1993 60,000 60,000 
12%2% Debentures, 1995 Series 1995 75,000 — 
Subordinate Debentures 
5¥2% Series A 1988 4,532 6,333 6,077 8,030 
54% Series B 1988 698 975 831 1,098 
5% Series C 1988 683 954 928 1,227 
Vancal Properties Ltd. 
72% Secured Notes 1994 2,889 4,037 3,107 4,105 
Westcoast Petroleum Ltd. 
Term Bank Loan — prime rate 1986/87 2,317 face Sith 
10% Sinking Fund Debentures, First Series 1993 13,750 15,000 
Pacific Northern Gas Ltd. 
Term Construction Loan 983 1,005 
First Mortgage Pipe Line Bonds 
77/4% Series A 1988 3,237 4,524 4,162 5,500 
914% Series B 1991 1,110 1,552 i295 erg S | 
Debentures 
17/4% Debentures, 1987 Series 1987 12,500 12,500 
18% Debentures, 1997 Series 1997 23,650 23,575 


Foothills Pipe Lines (Yukon) Ltd. 
Term Bank Loans — composite 


rate — 9.9% (1984 — 12%) 1988/96 126,922 145,830 
764,244 731,362 

Deduct long term debt due within one year 21,688 23,685 
$742,556 $707,677 


(See accompanying notes) 
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Consolidated Statements of Retained Earnings 


For the years ended December 31 
Westcoast Transmission Company Limited 


1985 1984 1983 
(in thousands) 

Balance, beginning of year $250,479 $236,556 $234,808 
Net income 60,997 60,376 48,444 
Tax allocation (Note 1) (908) (971) (1,202) 
Preferred share issuance expenses, net of income taxes (Note 8) (1,219) — — 

309,349 299,901 282,050 

Deduct dividends paid: 
Common shares 42,422 42,364 42,352 
Preferred shares 3,529 3,118 3,142 
45,951 45,482 45,494 

Balance, end of year $263,398 $250,479 $236,556 

(See accompanying notes) 

Consolidated Statements of Contributed Surplus 

For the years ended December 31 

Westcoast Transmission Company Limited 

1985 1984 1983 
(in thousands) 

Balance, beginning of year $ 2,158 See2l23 $2155 
Additions during the year 3,274 409 319 
Amortization (337) (374) (351) 

Balance, end of year $ 5,095 $ 2,158 pS eres Be) 


(See accompanying notes) 
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Notes to the Consolidated Financial Statements 


December 31, 1985 


Westcoast Transmission Company Limited 


1. Accounting Policies: 

Accounting Principles — 

The Company prepares its accounts in accordance with 
accounting principles generally accepted in Canada which, 
as applied in these financial statements except as described 
in Note 15, conform in all material respects with 
accounting principles generally accepted in the United 
States. The consolidated financial statements are presented 
in Canadian dollars unless otherwise stated. 


Principles of Consolidation — 
The consolidated financial statements include the accounts 
of the Company and the following — 
Westcoast Transmission Company (Alberta) Ltd. 
(100% owned) 
Westcoast Transmission Holdings Ltd. (100% owned) 
Vancal Properties Ltd. (100% owned) 
Saratoga Processing Company Limited (25% owned, 
including 100% of the voting shares) 
Pacific Northern Gas Ltd. (December 31, 1985 — 
44% owned, December 31, 1984 and 1983 — 
45% owned; including 100% of the voting shares) 
Westcoast Petroleum Ltd. (100% directly and 
indirectly owned) 
Foothills Pipe Lines (Yukon) Ltd. (50% owned, 
proportionately consolidated) 
Foothills Pipe Lines (North B.C.) Ltd. (74.5% directly 
and indirectly owned, proportionately 
consolidated) 


Regulation — 

The Company’s utility operations are subject to the 
National Energy Board Act and to the jurisdiction of the 
National Energy Board. That Board regulates accounting 
matters, exports of natural gas, construction and operation 
of natural gas pipelines and the rates, tolls and charges of 
the Company as described in Note 2. 


Income Taxes — 

The Company as directed by the National Energy Board 
provides for income taxes relating to its utility operations 
on the income taxes currently payable basis, under which 
no provision is made for income taxes deferred as a result 
of differences in timing between the treatment for income 
tax and book purposes of various items of income and 
expenditure. The Company uses the income tax allocation 
basis for its non-utility operations. 

For the period November 1, 1979 to December 31, 
1982 the Company was directed to use the income tax 
allocation basis of accounting for income taxes. Prior to 
November 1, 1979, the income taxes currently payable 
basis was used. Items deducted for income tax purposes 
that were related to the Company’s non-utility operations 
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prior to November 1, 1979 and which involved timing 
differences between the income tax and accounting 
treatment, necessitate a charge to retained earnings upon 
the reversal of these timing differences. 

_ Westcoast Transmission Company (Alberta) Ltd. 
provides for income taxes on the income taxes currently 
payable basis. Saratoga Processing Company Limited 
provides for income taxes on the tax allocation basis, 
except for operations related to facilities added after 
January 1, 1982. All other companies provide for income 
taxes on the tax allocation basis. 

If all the companies had used the tax allocation basis 
to provide for income taxes the provision for the year 
ended December 31, 1985 would have decreased by 
$6,548,000 (decreased for the year ended December 31, 
1984 — $8,226,000, increased for the year ended 
December 31, 1983 — $3,084,000) and the unrecorded 
accumulated provision to December 31, 1985 would have 
been $149,586,000 (December 31, 1984 — $156,134,000, 
December 31, 1983 — $164,360,000). 

Investment tax credits are accounted for using the cost 
reduction basis for non-utility operations and the currently 
payable basis for utility operations. 


Translation of United States Funds — 

Effective January 1, 1984 all long term debt payable in 
United States funds is translated into Canadian dollars at 
exchange rates prevailing at the end of the fiscal periods. 
The resultant unrealized foreign exchange gains or losses 
are deferred. The portion of unrealized foreign exchange 
gains or losses that are related to the financing of utility 
assets are recoverable through cost of service as incurred. 
The unrealized foreign exchange gains or losses not 
recoverable through cost of service are amortized on 

a straight-line basis over the remaining life of the long 
term debt. 

The amortization of the non-recoverable portion of © 
the future foreign exchange losses reduced income by 
$641,000 or $0.02 per share for the year ended December 
31, 1985 (for the year ended December 31, 1984 — 
$1,194,000 or $0.03). 

Funds on deposit with banks and trustees and current 
liabilities payable in United States funds have been 
translated into Canadian dollars at the exchange rates 
prevailing at the end of the fiscal periods. The resulting 
gains or losses are reflected in income. Exchange gains or 
losses resulting from redemption or purchases of long term 
debt, net of the portion recovered through cost of service, 
are included in income. 


Plant, Property and Equipment — 
Plant, property and equipment are valued at cost. The 
Company and its subsidiaries follow the full-cost method 
of accounting for its oil and gas properties. The amount at 
which the properties are recorded is the lower of cost or 
the sum of the estimated value of unproved properties and 
net revenues from estimated future production of proved 
reserves at current prices, less future expenditures which 
would have to be incurred to develop and produce the 
reserves including future general and administrative 
expenses, interest and taxes. 

Federal and provincial incentive payments for 
exploration and development are treated as deductions 
from the cost of related assets. 


Depreciation and Depletion — 
Depreciation is calculated using straight-line rates 
determined on the economic life of the assets in service. 
The various rates used by the Company and its subsidiaries 
resulted in a composite rate of 4.1% for the year ended 
December 31, 1985 (for the years ended December 31, 
1984 — 3.9%, December 31, 1983 — 4.0%). 

Depletion of oil and gas properties is calculated by 
using a composite unit-of-production method based on 
total estimated proven reserves. 


Capitalization and Maintenance — 

Maintenance and repairs are charged to expense accounts 
when incurred. The costs of major replacements, exten- 
sions or improvements are capitalized as plant, property 
and equipment. Upon retirement or sale of items of plant, 
property or equipment, the original costs associated with 
such items are charged against the applicable accumulated 
depreciation accounts and the net proceeds of disposal are 
credited to accumulated depreciation. 


Allowance for Funds Used During Construction — 

The Company calculates an allowance for funds used 
during construction to be charged to plant, property and 
equipment at the prescribed rate of 12.05%. 

The consolidated financial statements also reflect an 
allowance for funds used during construction recorded 
with respect to construction in progress of Pacific 
Northern Gas Ltd., Saratoga Processing Company 
Limited and Foothills Pipe Lines (Yukon) Ltd. The 
allowed rates are the demand loan rates for Pacific 
Northern Gas Ltd., at rates ranging from 13.50% to 
14.25% for Saratoga Processing Company Limited and 
17.50% for Foothills Pipe Lines (Yukon) Ltd. 


Temporary Cash Investments — 
Temporary cash investments are valued at cost which 
approximates market value. 


Materials and Supplies — 

Materials and supplies are valued at the lower of their 
weighted average cost determined on a first-in, first-out 
basis or net realizable value. 


Line Pack Gas — 


Line pack gas is valued at cost. 


Deferred Charges and Other Investments — 
Discounts, premiums and expenses related to long term 
debt are being amortized over the life of the respective 
debt issues. 

Costs relating to projects which may benefit future 
periods are being deferred. Deferred costs applicable to 
projects which have been terminated are expensed. 

Other long term investments are recorded at cost. 


Contributed Surplus — 

The contributed surplus shown in the Company’s accounts 
is primarily related to contributions and grants received 

in aid of construction which are deducted from the 
Company’s rate base. In order to conform the rate base to 
amounts of fixed assets as recorded, the Company is, with 
National Energy Board approval, restoring the amounts 

of the contributions to rate base over periods ranging from 
5 to 45 years and reducing cost of service by the same 
amount. 


Pension Plan — 

The Company has a non-contributory pension plan 
covering substantially all employees. Pension costs charged 
to operations were $1,211,000 for the year ended 
December 31, 1985 (for the years ended December 31, 

1984 — $1,207,000, December 31, 1983 — $969,000). The 
plan is subject to periodic actuarial evaluations. The last 
actuarial evaluation was conducted as at December 31, 
1983. At that time there was no unfunded liability. 


Comparative Figures — 
The comparative figures have been reclassified to conform 
to the 1985 presentation. 
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2. Regulation: 

The Company’s operations related to the gathering, 
processing and transportation of natural gas (the utility 
operations) are subject to the National Energy Board Act 
and to the jurisdiction of the National Energy Board. That 
Board regulates exports of natural gas, construction and 
operation of natural gas pipelines and related facilities, 
accounting matters related to the utility operations and the 
related rates, tolls, charges and cost of service of the 
Company. 


Cost of Service — 

In 1985 and prior years the Company and its subsidiary, 
Westcoast Transmission Company (Alberta) Ltd., 
operated under a gas purchase agreement with the British 
Columbia Petroleum Corporation, a Crown corporation of 
the Province of British Columbia. Under this agreement, 
the Company was reimbursed for costs which include 
operating, maintenance and administrative expenses, 
depreciation of the Company’s investment in utility assets, 
income taxes and other taxes. The agreement also enabled 
the Company to receive a return on its utility rate base 
(primarily the undepreciated portion of plant, property 
and equipment) and also provided for the reimbursement 
of that portion of foreign exchange gains or losses on 
foreign debt repayments and foreign interest payments 
associated with the financing of its utility rate base and 
construction work in progress. 

In 1986 and subsequent years, pursuant to a 1986 toll 
application in accordance with the National Energy Board 
order dated April 1985, the Company will recover its 
approved costs by way of tolls charged to its customers. 


Rate of Return on Rate Base — 

The National Energy Board directed the Company to 
adopt, effective January 1, 1983, a rate of return on capital 
employed in rate base of 12.05% on an after income tax 
basis and to recover income taxes currently payable 
through cost of service. 


1986 Toll Application — 

In April 1985, the National Energy Board issued a decision 
in which it determined that the method of regulating the 
tolls of the Company shall be changed from the variable 
cost of service method to a fixed toll method effective 
January 1, 1986. 

In December 1985 the Company filed an application 
with the Board for approval of the tolls to be charged by 
the Company effective January 1, 1986. The tolls 
submitted in that application provide for an increase in the 
rate of return on capital employed in rate base to 12.65% 
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on an after income tax basis and adjustments to 
depreciation and other rates and charges. The Board 
issued an order in December 1985 authorizing the 
Company to charge the tolls submitted in its application 
on an interim basis effective January 1, 1986 pending a 
public hearing on the Company’s application which 


commenced on March 4, 1986. 


3. Plant, Property and Equipment: 


Westcoast Transmission Company Limited 


and Westcoast Transmission 
Company (Alberta) Ltd. 


Gathering pipeline system 
Processing plant 

Transmission pipeline system 
Miscellaneous plant and equipment 
Construction work in progress 


Westcoast Petroleum Ltd. 
Oil and gas property 
Production equipment 
Oil pipeline system 


Other subsidiaries 
Gathering pipeline system 
Processing plant 
Transmission pipeline system 
Distribution pipeline system 
Miscellaneous plant and equipment 
Construction work in progress 


Foothills Pipe Lines (Yukon) Ltd. 


Transmission pipeline system and 
equipment 
Construction work in progress 


Total plant, property and equipment 
Deduct: 
Accumulated depreciation 
Westcoast Transmission Company 


Limited and Westcoast Transmission 


Company (Alberta) Ltd. 
Westcoast Petroleum Ltd. 
Other subsidiaries 
Foothills Pipe Lines (Yukon) Ltd. 


Accumulated depletion 
Westcoast Petroleum Ltd. 


Total accumulated depreciation and 
depletion 


December 31 
1985 1984 
$000 


$ 279,743 $ 286,057 
342,809 297,851 
601,689 560,104 
63,918 61,336 
13,597 19,508 


1,301,756 1,224,856 


512,696 332,560 
94,078 44,570 
40,936 40,963 


647,710 418,093 


3,434 3,434 
9,421 8,634 
82,963 82,196 
22,924 19,335 
9,467 9,005 
1,454 943 


129,663 123,547 


227,653 228,431 
179 20 


227,832 228,451 
2,306,961 1,994,947 


486,517 444,554 
55,911 50,790 
30,393 26,933 
30,846 22010) 


603,667 544,850 
86,669 65,711 


690,336 610,561 
$1,616,625 $1,384,386 


4. Northern Pipeline Projects: 

The Company owns 50% of the outstanding common 
shares of Foothills Pipe Lines (Yukon) Ltd. which has 
been given the responsibility by the National Energy 
Board for construction of the Canadian portion of the 
Alaska Highway Natural Gas Pipeline Project for trans- 
portation of Alaskan natural gas through Canada to the 
United States border. 

Phase I of the project consists of pipeline facilities 
from Caroline, Alberta to Monchy, Saskatchewan and 
Kingsgate, British Columbia. The balance of the project is 
known as Phase II. Prior to the delivery of Alaskan natural 
gas, Phase I is being used to deliver Alberta natural gas to 
the United States. The National Energy Board has per- 
mitted Foothills Pipe Lines (Yukon) Ltd. a rate of return 
on the Phase I rate base which includes an incentive rate of 
return mechanism to yield an effective return to common 
equity of approximately 18%. 

With respect to Phase II of the project, the National 
Energy Board directed Foothills Pipe Lines (Yukon) Ltd. 
to begin recovering as of September 1, 1982 approximately 
$124,000,000 (of which the Company’s share is 
approximately $49,000,000) of Phase II expenditures 
under the tariff applicable to the Phase I operations. The 
National Energy Board also permitted Foothills Pipe Lines 
(Yukon) Ltd. a pre-tax rate of return of 16% on the 
unamortized balance of $124,000,000. 

The components of the Company’s Consolidated 
Balance Sheets and Statements of Operations relating to its 
share of the activities of Foothills Pipe Lines (Yukon) Ltd. 
and its subsidiaries are shown below: 


Balance Sheets 
December 31 
1985 1984 1983 
$000 
Plant, property and equipment $227,832 $228,451 $231,133 
Accumulated depreciation (30,846) (22,573) — (15,465) 
Current assets 10,000 12,793 10,917 
Northern pipeline projects 76,964 78,809 76,522 
Other deferred charges 624 1 1 
$284,574 $297,481 $303,108 
Long term debt $126,922 $139,494 $156,035 
Deferred income taxes 25,971 20,778 12,421 
Current liabilities 10,174 8,670 13,297 
Westcoast equity: 
Phase I* 44,543 49,730 44,833 
Phase II* 76,964 78,809 76,522 
$284,574 $297,481 $303,108 


*These amounts represent the Company’s carrying value of its share in the projects prior 
to taking into account income tax savings realized amounting to $24,506,000 which 
are recorded in the Company’s accounts. 


Statements of Operations 
For the years ended December 31 
1985 1984 1983 
$000 
Operating revenues $48,222 $50,584 $49,157 
Operating revenue deductions 15,529 14,264 14,006 
32,693 36,320 Seri byl 


Allowance for funds used during 
construction 11 — 852 


Northern pipeline projects 


Phase II recovery 4,676 3,648 3,486 
Other income 331 258 1,001 
37,711 40,226 40,490 

Interest on debt 15,359 19,951 20,662 
22,352 20,275 19,828 

Income taxes 9,093 8,258 8,073 
Income before extraordinary item* $13,259 $12,017 $11,755 


“An extraordinar Lae covering certain costs relating to Phase II was reflected in 
da 


the 1983 Consolidated Statements of Operations of $23,549,000 net of deferred 
income taxes of $6,904,000. 


5. Other Deferred Charges and Investments: 
In its decision of August 1983 on the Company’s 1983 
rate application, the National Energy Board directed the 
Company, on an interim basis, to transfer from its rate base 
for cost of service purposes, to a deferral account, the costs 
incurred in the replacement of defective pipe in the 
Grizzly Valley Pipeline. The National Energy Board fur- 
ther directed the Company to accumulate deferred 
carrying charges on these replacement costs at the 
Company’s allowed rate of return on rate base of 12.05%. 
On October 30, 1985 the Company received $20,250,000 
in settlement of its litigation against the pipe manufacturer. 
The National Energy Board directed that the interim 
carrying charges continue to accrue on the remaining 
unrecovered amount and that disposition of the remaining 
deferred costs and carrying charges be considered during 
the public hearing of the Company’s toll application to be 
held in March 1986. Accordingly, as at December 31, 1985 
a net amount of $10,599,000 (December 31, 1984 — 
$27,379,000) relating to the Grizzly Valley Pipeline 
replacement has been recorded as a deferred charge. 
Other long term investments carried at a cost of 
$22,562,000 had a quoted market value of $13,875,000 at 
December 31, 1985 (December 31, 1984 — $17,000,000). 


zt 


Notes to the Consolidated Financial Statements 


6. Common Stock: 

(a) At the Annual Meeting of the shareholders of the 
Company held on May 10, 1985, the shareholders 
approved a special resolution which increased from 
75,000,000 to an unlimited number the common shares 
which the Company may issue. These common shares are 
without nominal or par value. 


(b) Common shares issued and outstanding are: 
December 31 
1985 1984 1985 1984 
Number of Shares $000 


40,918,550 40,741,498 $236,337 $233,652 


(c) During 1985, the Company issued: 

(i) 56,100 common shares on options exercised at option 
prices ranging from $7.875 to $15.00 per share, increasing 
common stock by $741,000; 


(ii) 100,566 common shares under the dividend reinvest- 
ment plan, 48,903 at $15.141 per share and 51,663 at 


$16.780 per share, increasing common stock by $1,608,000, 


and, 


(iii) 20,386 common shares under the share purchase plan, 
13,808 at $15.938 per share and 6,578 at $17.663 per share, 
increasing common stock by $336,000. 


(d) During 1984 the Company issued 10,000 common 
shares on options exercised at an option price of $13.50 
per share, increasing common stock by $135,000. 


(e) During 1983 the Company issued 41,500 common 
shares on options exercised at option prices ranging from 


$5.166 to $13.50 per share, increasing common stock by 
$298,000. 


(f) On April 27, 1983 the shareholders approved the reser- 

vation of 500,000 common shares for employee options of 
which 189,825 have not been allocated. The Directors may 
from time to time grant options at an option price of not 


less than 90% of the closing price of the common shares of 


the Company on the Toronto Stock Exchange on the day 
any such option is granted. The options are generally 
exercisable at the cumulative rate of 20% per year. 


(g) On July 25, 1985 the Directors approved the 
reservation of 2,000,000 common shares for a dividend 
reinvestment and a share purchase plan, of which 
1,879,048 have not been issued. 
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(h) As at December 31, 1985 and 1984 the following 
common shares are reserved for outstanding options 
granted to directors, officers and employees: 


_Date 
Granted 


April 20, 1976 
April 19, 1979 
February 5, 1980 
February 10, 1981 
October 28, 1981 
February 9, 1983 
October 27, 1983 
May 10, 1985 
July 25, 1985 


April 20, 1976 
April 19, 1979 
February 5, 1980 
February 10, 1981 
October 28, 1981 
February 9, 1983 
October 27, 1983 


Original 
Number 
of Shares 
Optioned 


150,000 
162,000 
131,000 

76,000 
177,200 
108,500 
145,000 

40,000 
125,000 


1,114,700 


150,000 
162,000 
131,000 

76,000 
177,200 
108,500 
145,000 


949,700 


tion 
rice* 


Shares 
Under 
Option 


December 31, 1985 


$ 7.875 
13.50 
14.50 
15.00 
11.50 
14.25 
15.00 

16.125 
18.00 


45,000 
33,600 
16,000 
53,000 
9,000 
104,500 
127,500 
40,000 
120,000 


548,600 


December 31, 1984 


$ 7.875 
13.50 
14.50 
15.00 
11.50 
14.25 
15.00 


53,500 
59,600 
16,000 
66,000 
9,000 
108,500 
145,000 


457,600 


*Option price equals market value at grant date. 


(i) Share options which became exercisable and options 


exercised: 


For the years ended December 31 


Options exercisable: 


Number of shares with 
respect to which options 
became exercisable 


Option Price: 


Per share-range 


Total 


Market value at date exercisable: 


Per share-average 


Total 


Options actually exercised: 


Number of shares with 
respect to which options 
were exercised” 


Option Price: 


Per share-range 


Total 


Market value at date exercised: 


Per share-average 


Total 


1985 


94,400 


1984 


68,900 


$11.50-$18.00 $11.50-$15.00 


$1,478,000 


$16.21 
$1,530,000 


56,100 


$7.875-$15.00 
$741,000 


$17.50 
$982,000 


$1,009,000 


$14.11 
$972,000 


10,000 


$13.50 
$135,000 


$14.63 
$146,000 


*Upon the issuance of common shares under these options the proceeds are credited to 
the common stock account. No charges are made against income with respect to these 


transactions. 


7. Earnings per Common Share: 
Basic earnings per common share are calculated using the 
weighted average number of common shares outstanding 
during the fiscal period. There would be no significant 
dilutive effect on earnings per common share as the result 
of the exercise of share purchase options, the issue of 
shares under the dividend reinvestment or the share 
purchase plans, or the conversion of preferred shares. 

For the years ended December 31 


1985 1984 1983 

Number of shares (000): 
Beginning balance 40,741 40,731 40,690 
Changes due to options exercised 

and shares issued under the 

dividend reinvestment and share 

purchase plan 44 4 31 

Weighted average 40,785 40,735 40,721 

Net income applicable to 

common shares ($000): 

Before extraordinary item $57,318 $57,278 $61,947 

Including extraordinary item $57,318 $57,278 $45,302 
Basic earnings per common share: 

Before extraordinary item $1.41 $1.41 $1.52 

Including extraordinary item $1.41 $1.41 $1.11 


8. Preferred Stock: 

(a) At the Annual Meeting of the shareholders of the Com- 
pany held on May 10, 1985, the shareholders approved 
special resolutions which increased from 5,000,000 to an 
unlimited number the preferred shares which the 
Company may issue, which cancelled the existing class of 
preferred shares, none of which were issued and 
outstanding, and which created two new classes of 
preferred shares of unlimited number, issuable in series. 
These preferred shares are without nominal or par value. 


(b) Preferred shares issued and outstanding are: 
December 31 
1985 1984 1985 1984 
Number of Shares $000 
8.50% ($4.25) Cum- 
ulative Redeemable 
Preferred Shares, 
Series A — 
8.25% ($2.0625) Cum- 
ulative Redeemable 
Convertible Second 
Preferred Shares, 
Series A 
7.68% ($1.92) Cum- 
ulative Redeemable 
Retractable First 
Preferred Shares, 
Series 1 


684,191 $34,210 


$ = 
75,000 == 


3,000,000 = 


35,000 == 
$110,000 $34,210 


1,400,000 == 
4,400,000 684,191 


(c) On July 27, 1984 the Company, under the terms of issue 
for the 8.50% Preferred Shares, Series A, invited tenders 
from all holders to sell such shares at a price equal to 
$50.00 per share plus accrued and unpaid preferred 
dividends. As at February 15, 1985, 682,876 shares had 
been tendered and accepted, thus decreasing preferred 
stock by $34,144,000. The remaining 56,446 shares were 
redeemed by the Company on April 15, 1985. 


(d) On June 25, 1985, the Company issued 3,000,000 
shares of 8.25% ($2.0625) Cumulative Redeemable 
Convertible Second Preferred Shares, Series A, in the 
amount of $75,000,000. These shares are redeemable at 
the option of the Company after June 24, 1988, in whole at 
any time or in part from time to time on not less than 30 
days notice at varying redemption prices ranging from 
$26.00 if redeemed after June 24, 1988 to $25.00 if 
redeemed after June 24, 1994. 

These shares are convertible at the option of the 
holder at any time or from time to time prior to June 27, 
1995 into fully paid and non-assessable common shares of 
the Company at a conversion rate of 1.2887 common 
shares for each preferred share. 

The issuance expenses of these shares, net of income 
taxes of $1,317,000 have been charged to retained earnings. 


(e) On December 19, 1985, the Company issued 1,400,000 
shares of 768% ($1.92) Cumulative Redeemable Retract- 
able First Preferred Shares, Series 1, in the amount of 
$35,000,000. These shares are redeemable at the option of 
the Company after January 1, 1991, in whole at any time or 
in part from time to time on not less than 30 days notice at 
varying redemption prices ranging from $26.00 if 
redeemed after January 1, 1991 to $25.00 if redeemed after 
January 1, 1996. 

These shares are retractable at the option of the holder 
on December 31 in each of 1995, 1996, 1997 and 1998 at a 
price equal to $25.00 per share plus an amount equal to all 
accrued and unpaid dividends up to but not including the 
date of payment. 


9. Dividend Restriction: 

The First Mortgage and the indentures relating to the 
Company’s long term debt and preferred shares contain 
restrictions as to the declaration or payment of dividends, 
other than stock dividends, on common shares. Under the 
most restrictive provision, the amount available for divi- 
dends at December 31, 1985 was $143,000,000 (December 
31, 1984 — $134,000,000, December 31, 1983 — 
$124,000,000). 
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10. Bank Indebtedness: 
The Company has lines of credit totalling $200,000,000 
with two Canadian chartered banks. These lines of credit 
allow the Company to borrow from the banks or to issue 
bankers acceptances and are also used to support commer- 
cial paper issued by the Company. These lines of credit are 
subject to annual review by the chartered banks. 

Bank indebtedness of $74,180,000 (December 31, 1984 
— $46,414,000) includes commercial paper issued by the 
Company amounting to $7,100,000 (December 31, 1984 — 
$8,353,000). 


11. Long Term Debt: 
The Company’s First Mortgage Pipe Line Bonds are 
secured by a specific First Mortgage on substantially all of 
the Company’s fixed assets, its gas purchase contracts, its 
gas sales contracts, 807,200 common shares of Westcoast 
Petroleum Ltd. and by a first floating charge on its other 
assets and its undertakings. 

Long term debt payments, including sinking fund 
obligations, required in the five years ending December 31, 
1990 are: 


1986 — $21,688,000 1987 — $100,886,000 
1989 — $49,307,000 1990 —$ 50,887,000 


Interest on long term debt for the year ended 
December 31, 1985 amounted to $86,508,000 (for the 
years ended December 31, 1984 — $87,749,000, December 
31, 1983 — $88,219,000). 


1988 — $37,614,000 


12. Segmented Information: 
More than 90% of the consolidated revenues and net 
income of the Company and its subsidiaries result from the 
sales of natural gas and crude oil produced in Canada. In 
excess of 90% of the consolidated assets of the Company 
and its subsidiaries are situated in Canada. The consoli- 
dated operating revenues of the Company and its subsi- 
diaries are generated from the following sources: 

For the years ended December 31 


1985 1984 1983 
$000 
Operating revenues: 


Canada 


$ 685,154 $ 580,115 $ 503,322 
United States 


506,934 567,692 623,783 


$1,192,088 $1,147,807 $1,127,105 
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The operations of the Company and its subsidiaries can be 
segmented into two major categories: 

Transmission — primarily the gathering, processing, 
transmission, distribution and marketing 
of natural gas. 

exploration, development and production 
of crude oil and natural gas. 


For the years ended December 31 
1985 1984 1983 
$000 


Petroleum — 


Operating revenues: 
Transmission 
Petroleum 


$1,087,257 $1,082,443 $1,075,025 
104,831 65,364 52,080 

$1,192,088 $1,147,807 $1,127,105 

Operating income: 
Transmission 
Petroleum 


$ 170,218 $ 166,632 $ 164,614 
50,853 32,619 28,226 

$ 221,071 $ 199,251 $ 192,840 

Total assets: 
Transmission 
Petroleum 


$1,479,762 $1,470,016 $1,472,399 
509,176 281,765 246,653 


$1,988,938 $1,751,781 $1,719,052 


Additions to plant, property 
and equipment: 


Transmission $ 89,389 $ 45371 $ 41,291 
Petroleum 199,805* 51,382 Bilespys 
$ 289,194 $ 96,753 $ 72,642 

Depreciation and depletion: 
Transmission $62,585 -$. D991 ta 59,892 
Petroleum 24,199 14,381 10,753 
$ 86,784 $ 74,292 $ 70,645 


“Including investment in Texas Pacific. 


13. Income Taxes: 

Income tax expense was $73,353,000 for the year ended 
December 31, 1985 reflecting an effective rate of 53.3% 
applied to income before income taxes, minority interest 
and extraordinary item (for the years ended December 31, 
1984 — $56,009,000 (46.8%), December 31, 1983 — 
$40,416,000 (37.1%)). The income tax expense varies from 
the amounts that would be computed by applying the 
combined Canadian Federal and Provincial income tax 
rates of approximately 50.7% for the year ended 
December 31, 1985 (for the years ended December 31, 
1984 — 50.3%, December 31, 1983 — 49.3%) to income 
before income taxes, minority interest and extraordinary 
item for the following reasons: 


1985 


% of income before 
income taxes and 


$000 minority interest 
Federal and Provincial income tax 
rates applied to book income $69,789 50.7% 
Increase (decrease) in income 
taxes resulting from: 
Equity (non-taxable) portion of 
allowance for funds capitalized (2,451) (1.8) 
Non-deductible depletion 1,583 m2 
Other petroleum and natural gas 
activities 8,317 6.0 
Other (1,410) (1.0) 
75,828 55.1 
The application to the Company’s 
utility operations of the 
taxes currently payable method of 
accounting for income taxes: 
Capital cost allowance claimed 
for income tax purposes less 
than (in excess of) depre- 
ciation and amortization 8,855 6.4 
Other items deducted for income 
tax purposes in advance of 
accounting charges (3,215) (2.3) 
Investment tax credits (8,115) (5.9) 
(2,475) (1.8) 
Provision for income taxes $73,353 53.3% 


With respect to the computation of deferred income taxes, 
the sources of the timing differences and the income tax 
effects of each were: 


For the years ended December 31 


1985 1984 1983 
$000 

Capital cost allowance claimed 

for income tax purposes in excess 

of depreciation and amortization $11,705 $12,343 $10,614 
Depletion and oil and gas exploration 

expenditures claimed for income tax 

purposes in excess of that recorded 

for accounting purposes 13,260 9,312 5,192 
Other items deducted for income tax 

purposes in advance of accounting 

charges 11,172 5,404 3,560 


Deferred income taxes $36,137 $27,059 $19,366 


As at December 31, 1985, the Company had unclaimed 
investment tax credits of $1,604,000 available to reduce 
future Federal income taxes payable. These credits expire 
in 1987. 


For the years ended December 31 
1984 1983 


% of income before 
income taxes, minority 
interest and 


% of income before 
income taxes and 


$000 minority interest $000 extraordinary item 
$60,164 50.3% $53,693 49.3% 
(2,075) (7) (823) (0.8) 
1,344 Pal ieee 1.1 
3,964 3.3 (1,361) (1.2) 
(2,800) (2.4) (1,740) (1.6) 
60,597 50.6 50,991 46.8 
9,276 7.8 (2,462) (2.2) 
(2,021) (1.7) (1,824) (1.7) 
(11,843) (9.9) (6,289) (5.8) 
(4,588) (3.8) (10,575) (9.7) 
$56,009 46.8% $40,416 37.1% 


14. Investment in Texas Pacific: 
On May 7, 1985 the Company acquired all of the shares of 


Texas Pacific Oil Canada Ltd., subsequently renamed 
Westcoast Petroleum (1985) Ltd., from The Seagram 
Company Ltd. Effective August 1, 1985 all of the shares of 
322140 Alberta Ltd., the company holding directly and 
indirectly the Canadian oil and gas properties of Texas 
Pacific Oil Company, Inc. and Texas Pacific Oil Company 
(U.K.) Inc., were acquired. The total acquisition cost of 
both transactions was $134,492,000 inclusive of working 
capital, and fees and costs in connection with the 
acquisition. These acquisitions have been accounted for by 
the purchase method as follows: 


$000 

Value attributed to property, plant and 

equipment acquired $166,886 
Assumption of gas production prepayment (3,741) 
Deferred income taxes (33,811) 
Investment per Consolidated Statement 

of Changes in Financial Position 129,334 
Working capital acquired 5,158 
Cash purchase price $134,492 
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Notes to the Consolidated Financial Statements 


The results of operations of these companies are included 
in the Consolidated Statements of Operations from the 
dates of acquisition. 

The excess of cost over book value of the assets 
acquired, which amounted to $39,726,000, has been 
attributed to oil and gas properties and is being depleted 
by the composite unit-of-production method based on 
total estimated proven reserves. 


15. Reconciliation of Generally Accepted Accounting 
Principles: 
The Company prepares its accounts in accordance with 
accounting principles generally accepted in Canada, which 
parallel accounting principles generally accepted in the 
United States in most areas. The following reconciliations 
reflect the differences in these accounting principles where 
applicable, as required by the Securities and Exchange 
Commission and stock exchanges in the United States. 

If accounting principles generally accepted in the 
United States were followed, the effect on net income 


would be: 


For the years ended December 31 


1985 1984 1983 
$000 

Net income (a) $60,997 $60,376 $48,444 
Adjustments for: 

Translation of 

long term debt (b) (1,186) AT (883) 

Full cost accounting (c) 3,000 1,100 (8,500) 

Business combinations (d) (420) _ — 
Adjusted net income 62,391 62,753 39,061 
Provision for dividends on 

preferred shares 3,679 3,098 3,142 
Adjusted net income applicable 

to common shares $58,712 $59,655 $35,919 
Common stock — weighted average 

and common stock 

equivalents (000) 40,942 40,748 40,743 
Per common share — primary (a) $1.43 $1.46 $0.88 


(a) Accounting principles generally accepted in the United 
States require the extraordinary item described in Note 4 
to be reported as a regular deduction from income. 


(b) Effective January 1, 1984 all long term debt payable in 
United States funds is translated into Canadian dollars at 
exchange rates prevailing at the end of the fiscal periods. 
The resultant unrealized foreign exchange gains or losses 
are deferred and the portion not recoverable through cost 
of service is amortized on a straight-line basis over the life 
of each issue. 

Accounting principles generally accepted in the 
United States require that gains or losses resulting from 
translation of foreign debt at exchange rates prevailing at 


ae 


the end of the fiscal periods net of the portion recoverable 
through cost of service be included in the determination of 
income for the period. 


(c) Under the United States Securities and Exchange 
Commission’s full cost accounting rules, cost centres must 
be established on a country-by-country basis. Had the 
Company accounted for depletion in accordance with 
these procedures the above adjustments would be 
required. 


(d) Accounting principles generally accepted in Canada 
direct that deferred income taxes previously recorded by 
an acquired company be carried forward and reflected in 
the consolidated financial statements. Under accounting 
principles generally accepted in the United States, the 
consolidated financial statements would not reflect 
deferred income taxes previously recorded by an acquired 
company. The above adjustment would be the net effect 
had the deferred income taxes not been recorded. 


Consolidated balance sheet items under accounting 
principles generally accepted in the United States, would 
be: 


December 31 
1985 1984 
$000 
Plant, property and equipment $2,273,150 $1,994,947 
Accumulated depreciation and depletion 694,736 617,961 
Unrealized foreign exchange losses 17,515 17,448 
Other deferred charges and investments 39,918 49,100 
Common shareholders’ equity: 
Unrealized loss on other long term 
investments 8,687 5,562 
Retained earnings 254,695 240,382 
Deferred income taxes 278,231 243,123 


16. Commitments and Contingencies: 

Due to the size, complexity and nature of the Company’s 
operations, a number of lawsuits are pending at any point 
in time in which the Company may be the plaintiff or 
defendant. In the opinion of management, the ultimate 
resolution of any current lawsuits would not have a 
material effect on the Company’s consolidated financial 
position or results of operations. 


17. Subsequent Event: 

On December 10, 1985 the Company sold to a Canadian 
underwriter $50,000,000 of 10.60% Debentures, 2006 
Series, which the Company issued on January 15, 1986. 


Supplementary Information on the Effects 
of Changing Prices (Unaudited) 


The Canadian Institute of Chartered Accountants 
recommends that companies over a certain size provide 
with their Annual Reports to Shareholders supplementary 
information with respect to the effects on asset values and 
net earnings resulting from changing prices. Such supple- 
mentary information is sometimes referred to as 
accounting for inflation. 

Inflationary price increases pose serious problems for 
all companies including regulated utilities, but the effect 
on the latter is somewhat different from the effect on a 
non-regulated company. Notwithstanding this fact, the 
Canadian Institute of Chartered Accountants did not 
differentiate between different categories of companies in 
its recommendation. Accordingly, the Company shows 
below the supplementary information called for by the 
Institute, but the reader should be aware that, in the 
Company’s view, such supplementary information is of 
marginal usefulness only, and may indeed be confusing to 
readers not wholly conversant with the method of 
operation and capital activities of a regulated company. 

The primary purpose of the following unaudited 
supplementary information is to provide readers of the 
consolidated financial statements with information about 
the impact on the financial position and operation results 
of the Company due to changes in prices of specific goods 
and services employed in the Company’s operations and of 
changes in the general purchasing power of the monetary 
unit in which transactions are measured. This unaudited 
supplementary information has been prepared in accord- 
ance with the guidelines established by the Canadian 
Institute of Chartered Accountants for Reporting the 
Effects of Changing Prices. The current cost financial data, 
however, should be used with caution as the prescribed 
rules and definitions are still experimental in nature and 
necessitate an element of subjectivity in the application of 
assumptions and estimates. Inflation-related information 
and price indices available may not specifically reflect the 
Company’s operating environment and the costs of actual 
asset construction and replacement. The current cost 
financial data presented also does not include a valuation 
of the Company’s organization, human resources, exper- 
tise and other intangible assets including goodwill. The 
current cost information is prepared based on the most 
relevant and available sources of information to the Com- 
pany selected on a reasonable basis in accordance with the 
above-mentioned guidelines. However, the disclosure of 
this current financial cost information should not be taken 
as an indication that the Company intends to replace the 
assets or that the costs represent the outlay that would be 
incurred if the assets were replaced. 


Current cost amounts for the Company’s plant, 
property and equipment and inventory are determined 
primarily by using engineering estimates, appropriate price 
indices or reliable market prices. Major components of the 
above are valued as follows: 


Pipeline facilities are valued using estimates based 
on the current cost required for the construction of 
identical facilities. 


Process plants and compressor stations are valued 
using estimates based on the assumption that the 
assets would be replaced with facilities of like capacity 
employing current technology. 


Oil and gas properties are valued using appropriate 
specific price indices. 


Current value for inventory is determined by using 
appropriate specific indices or reliable market prices. 


As detailed under Note 2 of the Notes to the 
Consolidated Financial Statements, the Company’s utility 
activities operate under a gas purchase agreement with the 
British Columbia Petroleum Corporation and are regu- 
lated by the National Energy Board. Under the agreement, 
the Company is reimbursed for its cost of service which 
includes the depreciation expenses of the Company’s 
utility assets (at historical cost), inventory consumed and, a 
return on its utility rate base which includes the 
undepreciated portion of plant, property and equipment 
and inventory (at historical cost) related to its utility 
operations. The National Energy Board does not recognize 
replacement cost for accounting purposes or rate deter- 
mination. The Company’s net income from utility opera- 
tions is, therefore, directly related to its actual investment 
in utility assets (at historical cost) which would eventually 
be recovered through depreciation or consumption. The 
current worth of the amount of cash that can be recovered 
from the usage of these assets would approximate the 
amount recorded on a historical cost basis and should be 
used as the relevant measure for these assets. 

Pacific Northern Gas Ltd., Foothills Pipe Lines 
(Yukon) Ltd., Foothills Pipe Lines (North B.C.) Ltd. 
and Westcoast Petroleum Ltd.’s pipeline operations are 
regulated by their respective regulatory bodies. While their 
regulatory methods and procedures might vary, the effect 
on the current cost of assets engaged in regulated opera- 
tions of these companies will be similar to that of the Com- 
pany. The current cost estimates on a consolidated basis 
are adjusted accordingly. 
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Supplementary Information on the Effects 
of Changing Prices (Unaudited) 


Schedule of Assets on a Current Cost Basis 


December 31 
1985 1984* 1985 
Current Cost Historical Cost 
$000 


Plant, property and 


equipment — net $3,343,761 $3,145,772 $1,616,625 


Inventory 31,361 30,051 25,403 
3,375,122 3,175,823 1,642,028 
Adjustment of utility 
assets to net recov- 
erable amount 1,613,489 1,638,812 — 


$1,761,633 $1,537,011 $1,642,028 


Net assets $ 624,435 $ 614,453 $ 504,830 


*The 1984 i bee 3 amounts have been restated for appropriate price indices and 
have been adjusted to reflect 1985 year-end dollars. 


Consolidated Statements of Operations 


For the years ended December 31 


1985 1984* 1985 
As Reported 
Restated on in the 
the Current Historical 
Cost Basis Statements 
$000 


Operating revenues 


Operating revenue deductions 


Cost of gas sold 705,509 734,474 705,509 
Operation and maintenance 121,932 116,741 IPA SY? 
Depreciation and depletion 99,264 86,345 86,784 
Taxes other than income taxes 56,792 58,077 56,792 
983,497 995,637 971,017 
Operating income 208,591 198,157 221,071 
Other income deductions 83,364 82,850 83,364 
Income before undernoted items 125,227 115,307 137,707 
Income taxes 73,353 58,253 13353) 
Minority interest 185 1,746 Seo yy 
Income — on a current cost basis 51,689 55,308 
—on a historical cost basis 60,997 
Financing adjustment on current 
cost adjustments for depre- 
ciation and depletion 1,132 1,054 — 
Net income 52,821 56,362 60,997 
Provision for dividends on 
preferred shares 3,679 3,222 3.679 
Net income applicable to 
common shares: 
—ona current cost basis $ 49,142 $ 53,140 
—on a historical cost basis ee Soy alte} 


“The 1984 comparative amounts have been adjusted to reflect 1985 average dollars. 
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$1,192,088 $1,193,794 $1,192,088 


The current cost adjustment for depreciation and 
depletion resulted primarily from the current cost 
adjustments to the oil and gas properties and production 
facilities of Westcoast Petroleum Ltd. This adjustment to 
net income was, however, reduced by the financing adjust- 
ment which represented the portion of increased current 
cost depreciation and depletion expenses not attributable 
to the common shareholders as a result of debt and 
preferred share financings. 

The common shareholders’ equity could also be 
interpreted to have gained in the portion of increases in 
current cost of plant, property and equipment and 
inventory that are financed by other means including debt 
and preferred shares. This financing adjustment based on 
changes in current cost of plant, property and equipment 
and inventory for the year ended December 31, 1985 
amounted to $2,517,000 (for the year ended December 31, 
1984 — $1,156,000). The gain in general purchasing power 
from having net monetary liabilities during the 1985 year 
in the amount of $12,128,000 (for the year ended 
December 31, 1984 — $11,606,000) can also be deemed 
to have occurred. 


Other Supplementary Information 


For the years ended December 31 


1985 1984* 
$000 
Increase in the current cost amounts of inventory 
and plant, property and equipment $17,605 $ 6,128 
Effect of general inflation 23,051 15,721 
Excess of increase in general inflation over the 
increase in current cost amount $ 5,446 $9593 


*The 1984 comparative amounts have been adjusted to reflect 1985 year-end dollars. 


Supplementary Information on Oil and 
Gas Activities (Unaudited) 


The following supplementary information pertains to 
Westcoast Petroleum Ltd.’s oil and gas activities: 


Results from Oil and Gas Operations 
; For the years ended December 31 


1985 1984 1983 
$000 
Revenues, net of royalties $97,368 $57,507 $43,887 
Less: 
Production costs 10,816 6,047 5,014 
Depreciation 
and depletion 23,229 13,356 9,660 
Petroleum and 
Natural Gas Tax 13,554 8,267 6,057 
Alberta Royalty 
Tax Credit (2,000) (2,000) (4,000) 
45,599 25,670 16,731 
Operating income 51,769 31,837 27,156 
Income taxes 34,065 19,538 13,087 
Results from oil and 
gas operations $17,704 $12,299 $14,069 
Capitalized Costs ee 
1985 1984 
$000 
Property acquisition, exploration 
and development costs $567,447 $338,019 
Accumulated depreciation and 
depletion (97,839) (74,609) 
$469,608 $263,410 
Costs Incurred For the years ended December 31 
1985 1984 1983 
$000 
Property acquisition costs $15,094 $12,473 $ 5,318 
Exploration costs 50,401 35,785 32,810 
Development costs 36,603 24,518 10,424 
102,098 72,776 48,552 
Less: 
Petroleum incentive grants 31,637 21,394 17,201 
Other 7,918 — _ 
$62,543 $51,382 $31,351 
Production expenses $10,816 $ 6,047 $ 5,014 
Depreciation and depletion $23,229 $13,356 $ 9,660 


In addition to the above property acquisition costs, the 
Company acquired during 1985 all of the shares of Texas 
Pacific Oil Canada Ltd. and 322140 Alberta Ltd. (see Note 
14). The value attributed to oil and gas properties acquired 
amounted to $166,886,000. 


Oll and Gas Reserves 
December 31 
1985 1984 1983 1985 1984 1983 
Crude Oil and Liquids Natural Gas 
(thousands of barrels) (billions of cubic feet) 
Proven (developed 
and undeveloped) 
Beginning of year 11,893 10,520 10,490 396.1 396.7 389.8 


Revisions of previous 


estimates 444 1,126 364 1.5 (.4) Pas 
Improved recovery 4,328 — _ _ — a 
Purchases 13,266 — — 69.6 — — 


Discoveries and 
other additions 
Production during 


4,515 1,734 846°) 23.6), 105) 139 


the year (2,925) (1,487) (1,180) (11.8) (10.7) (9.1) 
End of year 31,521 11,893 10,520 479.0 396.1 396.7 
Proven (developed) 
Beginning of year 11,471 10,112 10,490 219.1 230.0 219.2 
End of year 30,804 11,471 10,112 248.9 219.1 230.0 


The above reserves of crude oil and liquids, and natural 
gas are mainly located in Canada. The Company calculates 
reserves as net share to the Company but before deduction 
of royalties. This is the most meaningful comparison 
because royalty rates may vary with price changes and 
production. Reserve estimates include only those reserves 
recoverable under economic and operating conditions 
existing as at December 31 of each year and do not include 
reserves contained in untested zones or reserves available 
through enhanced recovery schemes where performance is 
not proven. 
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Supplementary Information on Oil and 
Gas Activities (Unaudited) 


Standardized Measure of Discounted Future Net Cash Flows 
and Changes Therein from Proven Reserves 

The following information is provided as required by 
Statement No. 69 issued by the Financial Accounting 
Standards Board in the United States. 

The Company cautions that the calculation of the 
discounted future net cash flows from proven oil and gas 
reserves does not represent fair market value of the 
reserves nor future cash flows from production of the 
reserves. The values do not include the value of unproven 
exploratory properties or the value of probable reserves. 

Estimated future cash inflows are based on estimated 
future production volumes of proven reserves at prices in 
effect on January 1st of the following year. Estimated 
future production costs include field operating costs which 
are based on year-end costs but exclude depreciation and 
depletion, corporate overhead and interest costs. Future 
development costs represent estimated expenditures to be 
incurred to complete the development and production of 
the proven reserves based on year-end costs. Estimated 
Petroleum and Gas Revenue Tax is computed based on 
rates and legislation in effect at each year-end. Future 
income tax expense has been computed by applying 
year-end statutory rates, to the future estimated taxable 
income adjusted for the tax basis of the oil and gas 
properties. The prescribed discount rate of 10 per cent was 
used in arriving at discounted net cash flow. 
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Standardized Measure of Discounted Future Cash 
Flows from Proven Oil and Gas Reserves 


December 31 
1985 1984 1983 
$000 
Estimated future cash 
inflows $1,963,894 $1,078,021 $1,114,122 
Less: 
Estimated future production 
costs 231,796 129,068 112,639 
Estimated future development 
costs 108,548 86,753 73,391 
Estimated future Petroleum 
and Natural Gas Tax 31,700 152,808 165,051 
Estimated future income 
taxes 611,942 372,105 386,852 
983,986 740,734 739,893 
Estimated future net 
cash flows 979,908 337,287 374,229 
Less discount at 10% per 
annum for estimated timing 
of future net cash flows” 542,836 151,820 191,607 


Discounted future net 


cash flows $ 437,072 $ 185,467 $ 182,622 


*It should be noted that the Canadian Institute of Chartered Accountants ts in the 


process of preparing an accounting guideline which, in part, will be the equivalent of 
some portions of the Financial Accounting Standards Board Statement No. 69. A 
comment draft of a portion of the guideline which was issued in July 1985 proposed a 
rejection of the use of a discount factor in establishing a standardized measure of the 
present value of future net revenue from oil and gas reserves. 


Changes in Discounted Future Net Cash Flows Relating 
to Proven Oil and Gas Reserves 


For the years ended December 31 


1985 1984 1983 
$000 
Revisions to reserves proven 
in prior years 
Revisions in quantity $ 7,167 $ 14,706 $ 5,704 
Changes in prices and 
production costs (15,463) (21,220) 30,712 
Other 41,391 (20,080) 608 
33,095 (26,594) 37,024. 
Accretion of discount 18,547 18,262 16,404 
Purchases of reserves 213,551 — - 
Discoveries, extensions and 
improved recovery, net 
of related costs 151,824 Dii2e 16,182 


Previously estimated development 

costs incurred during the year 7,738 4,676 Dio 
Revenue, net of production 

costs and Petroleum 

and Natural Gas Tax 


from production (72,998) (43,193) — (32,816) 
Net change in income taxes (100,152) NASTY (24,003) 
Net change 251,605 2,845 18,583 
Balance at beginning of year 185,467 182,622 164,039 
Balance at end of year $437,072 $185,467 $182,622 


Management's Discussion and 
Analysis of Financial Conditions and 
Results of Operations 


Comparison of Years Ended December 31, 1985 
and 1984 


A substantial portion of the Company’s operating 

cash flow was generated from its utility operations, which 
are subject to a gas purchase agreement with the British 
Columbia Petroleum Corporation and to National Energy 
Board regulation. Under the agreement, the Company 
recovered its operating expenses and a prescribed rate of 
return on its utility rate base assets. 

In 1985, consolidated funds generated from 
operations increased by approximately 13% to $187 
million. The majority of the increase was attributable to an 
increase in Westcoast Petroleum’s operating cash flow. 
The Company’s funds generated from operating activities 
together with the proceeds received from the issue of $75 
million 1242% Debentures, 1995 Series, $75 million 8.25% 
Second Preferred Shares, Series A and $35 million 7.68% 
First Preferred Shares, Series 1, were used to finance the 
Company’s capital projects, investment in Texas Pacific, 
debt retirement, preferred share redemption and dividend 
payments. 

The Company has lines of credit totalling $200 million 
with two Canadian chartered banks. These lines of credit 
allow the Company to borrow from the banks, issue 
bankers acceptances and support commercial paper issued 
by the Company. These lines of credit are subject to annual 
review by the chartered banks. 

Consolidated operating revenues increased marginally 
in 1985 from $1.15 billion to $1.19 billion. The increase is 
due principally to higher domestic gas volumes sold by 
Westcoast and increased crude oil and natural gas sales by 
Westcoast Petroleum. The increase in consolidated 
operating revenue deductions was attributable mainly to 
increased production costs, depletion and Petroleum and 
Gas Revenue Taxes resulting from increased sales by 
Westcoast Petroleum. 

Allowance for funds used during construction 
increased primarily due to a higher level of utility capital 
projects. 

Investment and other income increased mainly due to 
the collection of deferred non-utility revenues. 

Interest on debt increased due to higher interest on 
short term and long term debt of the Company, offset 
partially by reduced debt of Foothills Pipe Lines (Yukon) 
Ltd. 

Other income deductions increased compared to 1984 
primarily due to write-offs of costs related to feasibility 
studies on certain projects which have been suspended. 

Income taxes in 1985 increased principally due to 
lower investment tax credits claimed and higher Petroleum 
and Gas Revenue Taxes offset partially by increased 


capital cost allowance claimed, resulting in a higher 
effective rate of income tax. 

Until December 31, 1985, the Company’s income from 
utility operations was based on the gas purchase agreement 
with the British Columbia Petroleum Corporation in con- 
junction with a variable cost of service methodology. 
Changes in sales revenue from its utility operations due to 
any changes in the price of gas or volume fluctuations, as 
well as the effect of any inflationary price changes on 
revenue and operating expenses, did not directly affect the 
Company’s net income. 

Although the gas purchase agreement continues in 
effect, the National Energy Board determined in April 
1985 that the method of regulating the tolls of the 
Company shall be changed from the variable cost of 
service method to a fixed toll method effective January 1, 
1986. Except for costs for which a deferred accounting 
treatment may be permitted, variances from forecasted 
costs will have a direct effect on the Company’s net 
income. 

As referred to in greater detail on page 5 of this report, 
the National Energy Board is at present conducting a 
public hearing relative to an application made by the 
Company to that Board for the approval of new tolls 
effective January 1, 1986. 

Administrative pricing of natural gas in both Canada 
and the United States is in the process of changing to 
market-based pricing and in both countries this change is 
being accompanied by moves aimed at increasing the 
flexibility of natural gas producers and consumers to 
arrange contracts for the sale and transportation of gas. 
Until these changes have been completed, the gas and 
transportation markets in which the Company operates 
will be subject to a degree of uncertainty. 

Since December 31, 1985, world crude oil prices have 
been subject to a very significant decline. The lower prices 
impact directly on the earnings and cash flows of 
Westcoast Petroleum. Steps are being taken to reduce 
exploration and other operating expenditures in order to 
reduce the decline in cash flows but Westcoast 
Petroleum’s earnings will be substantially reduced in 1986 
if the oil price levels do not recover in the near term. 

The Company anticipates no other unusual events or 
significant economic changes in the foreseeable future 
which will adversely affect income from continuing 
operations. 

The effects on net income arising from the variances 
between accounting principles generally accepted in 
Canada and the United States are outlined in Note 15 
of the Consolidated Financial Statements. 
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Management's Discussion and 
Analysis of Financial Conditions and 
Results of Operations 


Comparison of Years Ended December 31, 1984 
and 1983 


A substantial portion of the Company’s operating cash 
flow was generated from its utility operations, which are 
subject to a gas purchase agreement with the British 
Columbia Petroleum Corporation and to National Energy 
Board regulation. Under the agreement, the Company 
recovers its operating expenses and a prescribed rate of 
return on its utility rate base assets. In 1984, consolidated 
funds generated from operations increased by approxi- 
mately 4% to $165 million. This increase was primarily due 
to increased operating and other income offset by an 
increase in current income taxes payable. 

The Company’s funds generated from operating 
activities were used to finance the Company’s capital 
projects, debt retirement and dividend payments. 

The Company has lines of credit totalling $200 million 
with two Canadian chartered banks. These lines of credit 
allow the Company to borrow from the banks, issue 
bankers acceptances and support commercial paper issued 
by the Company. These lines of credit are subject to annual 
review by the chartered banks. 

Consolidated operating revenues for 1984 increased 
from 1983 primarily due to an increase in the volumes of 
gas sold and an increase in natural gas and crude oil sales. 
Cost of gas sold increased during 1984 primarily due to the 
higher volumes of gas sold. Operating and maintenance 
expenses increased marginally over 1983. 

Depreciation and depletion increased in 1984 princi- 
pally due to an increase in natural gas and crude oil 
production. Taxes other than income taxes increased 
during 1984 primarily due to increased property taxes, 
Petroleum and Gas Revenue Taxes and reduced royalty 
credits offset by reduced Federal Natural Gas Taxes. 

The net income of the Company was not affected by 
the variances relating to its utility operations because of the 
gas purchase agreement with the British Columbia 
Petroleum Corporation. 

Allowance for funds used during construction 
decreased primarily due to the completion of Phase I of 
the Alaska Highway Natural Gas Pipeline Project in 1983. 
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Investment and other income increased mainly due to 
accrued allowances on accumulated deferred expenditures. 

Interest on debt decreased slightly due to the reduced 
level of debt outstanding. 

_ Other income deductions increased compared to 1983 
primarily due to the amortization of unrealized foreign 
exchange losses as outlined in Note 1 of the Consolidated 
Financial Statements. 

Income taxes in 1984 increased principally due to a 
reduced level of capital cost allowance claimed, resulting 
in a higher effective rate of income tax. 


Segmented Statements of Operations Unauditea) 


For the years ended December 31 


1985 
Operating revenues 
Operating revenue deductions 


Operating income 
Other income 


Income deductions 


Income before undernoted items 
Income taxes 
Minority interest 


Net income 
Provision for dividends on preferred shares 


Net income applicable to common shares 
Allocation of financing costs relating to 
the acquisition of Texas Pacific 


Adjusted net income applicable to common shares 
Adjusted per common share — basic 


1984 


Operating revenues 
Operating revenue deductions 


Operating income 
Other income 


Income deductions 


Income before undernoted items 
Income taxes 
Minority interest 


Net income 

Provision for dividends on preferred shares 
Net income applicable to common shares 
Per common share — basic 


1983 


Operating revenues 
Operating revenue deductions 


Operating income 
Other income 


Income deductions 


Income before undernoted items 
Income taxes 
Minority interest 


Extraordinary item 

Net income 

Provision for dividends on preferred shares 

Net income applicable to common shares 

Per common share (after extraordinary item) — basic 


Westcoast 
Transmission 
Company 
Limited 


$1,004,315 
886,064 


118,251 
14,802 


58,454 
26,990 


3,679 


3,850 
$ 33,635 
$0.82 


$ 996,800 
885,402 


111,398 
10,752 


122,150 
62,822 


59,328 
23,421 


35,907 
3,098 

$ 32,809 
$0.81 


$ 985,420 
875,003 


110,417 
3,193 


115,610 
62,114 


53,496 
14,979 


38,517 


38,517 
3,142 

$ 35,375 
$0.87 


Westcoast 
Petroleum 
Ltd. 


$104,831 
53,978 
50,853 
215 
51,068 
5,906 
45,162 
31,193 


13,969 


13,969 


(5,850) 


$ 8,119 
$0.20 


$ 65,364 
32,745 


32,619 
262 


32,881 
3,472 


29,409 
18,714 


10,695 
$ 10,695 
$0.26 


$ 52,080 
23,854 


28,226 
19 


28,245 
3,147 


25,098 
12,346 


12,752 


iw py 


$. 12,732 
$0.31 


Foothills 
Pipe Lines 
(Yukon) Ltd. 


$000 


$48,222 
15,529 


32,693 
5,018 


37,711 
15,359 


22,352 
9,093 


13,259 


13,259 


$13,259 
$0.33 


$50,584 
14,264 


36,320 
3,906 


40,226 
19:951 


20,275 
8,258 


12,017 
$ 12,017 
$0.30 


$49,157 
14,006 


5 eye we) 
a7. 


40,490 
20,662 


19,828 
8,073 


£755 
16,645 


(4,890) 
$ (4,890) 
$(0.12) 


Consolidation 
Adjustments 
and Other 
Subsidiaries 


$34,720 
15,446 


19,274 
12 


19,286 
7,547 


11,739 
6,077 
Daa di 
2,305 


2,305 


$ 2,305 
$0.06 


$35,059 
16,145 
18,914 
(97) 
18,817 
8,236 


10,581 
5,616 
3,208 


1,757 
Sn 15797 
$0.04 


$40,448 
21,402 


19,046 
50 


19,096 
8,550 


10,546 
5,018 
3,463 


2,065 


2,065 


$ 2,065 
$0.05 


Consolidated 


$1,192,088 
971,017 
221,071 
20,047 


133,053 
74,599 


31,464 


27,785 


$1,147,807 
948,556 


$ 57,278 
$1.41 


$1,127,105 
934,265 
192,840 
10,601 
203,441 
94,473 
108,968 
40,416 
3,463 
65,089 
16,645 


Segmented Statements of Changes in Financial Position (Unaudited) 
For the years ended December 31 


Westcoast Consolidation 
Transmission Westcoast Foothills Adjustments 
Company Petroleum Pipe Lines and Other 
Limited Ltd. (Yukon) Ltd. Subsidiaries Consolidated 
$000 

1985 
Operating activities $ 87,656 SeOOL92 25 $ 27,626 $ 10,830 $187,034 
Financing activities 128,565 132,196* (18,908) (136,867) 104,986 
Investment activities (21207 ye (192,525) (99) 126,960 (277.935) 
Dividends (45,951) — — (1,879) (47,830) 
Change in non-cash working capital 2,861 (6,520) B99 1,005 939 
Increase (decrease) in cash position 

during the year $ (39,140) See .927) Sel2212 $ 49 $ (32,806) 
1984 
Operating activities $ 90,455 SeesOo 22 $ 27,381 $ 10,809 $165,167 
Financing activities (29,843) (1,300) (13,509) (6,657) (51,309) 
Investment activities (67,284) (52,391) (4,377) 1,071 (122,981) 
Dividends (45,482) — — (1,682) (47,164) 
Change in non-cash working capital 3,087 2,648 (6,129) 7,564 7,170 
Increase (decrease) in cash position 

during the year $ (49,067) $ (14,521) $7355.66 Sle los $ (49,117) 
1983 
Operating activities $ 91,473 $ 30,410 $ 26,218 $ 10,259 $158,360 
Financing activities 39,088 (1,350) (3,965) (1,702) 32,071 
Investment activities (26,205) (30,246) (3,008) (12,750) (72,209) 
Dividends (45,494) —_ — (G5 93)) (47,087) 
Change in non-cash working capital 15,341 6,700 (7,095) (5,285) 9,661 
Increase (decrease) in cash position 

during the year $ 74,203 ih Sy Sh TZ $ (11,071) $ 80,796 


*Includes $134.4 million of common shares issued by Westcoast Petroleum to Westcoast Transmission relating to the acquisition of Texas Pacific. 
**Does not include the allocation of financing costs shown in the Segmented Statements of Operations on page 39. 


Consolidated Quarterly Results Unaudited) 
For the years ended December 31 


For the three months ended 


March 31 June 30 Sept. 30 Dec. 31 
$000 

1985 

Operating revenues $392,153 $219,819 $200,765 S379 551 
Operating revenue deductions - 336,266 166,483 148,156 320,112 
Operating income 55,887 53,336 52,609 59,239 
Other 20,677 24,262 20,129 21,653 
Income before undernoted items 35,210 29,074 32,480 37,586 
Income taxes 19,490 15,259 17,364 21,240 
Net income 15,720 13,815 15,116 16,346 
Provision for dividends on preferred shares 349 116 1559 1,655 
Net income applicable to common shares iS bowl $ 13,699 oy sys $ 14,691 
Per common share — basic $0.38 $0.33 $0.33 $0.37 
1984 

Operating revenues $398,222 $227,753 $185,436 $336,396 
Operating revenue deductions 345,459 178,688 137,953 286,456 
Operating income 52,763 49,065 47,483 49,940 
Other 20,461 21,142 21,164 20,099 
Income before undernoted items 32,302 2h o22 26,319 29,841 
Income taxes 16,789 14,291 10,949 13,980 
Net income 15 O15 13,632 15,370 15,861 
Provision for dividends on preferred shares 786 785 780 747 
Net income applicable to common shares $ 14,727 $ 12,847 $ 14,590 $ 15,114 
Per common share — basic $0.36 $0.32 $0.36 $0.37 
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Westcoast Transmission Company Limited Ten-Year Review 


For the years ended December 31 


(Dollar amounts are in thousands, except per share figures) 


Financial 

Operations: 

Operating revenues 
Operating revenue deductions 


Operating income 
Other income and deductions 


Net income* 
Provision for dividends on preferred shares 


Net income applicable to common shares* 
Dividends on common shares 


Cash flow from operations 
aha ns SS a sD 


Per Common Share: 

Net income — basic* 

Dividends 

Dividend payout ratio* 

Cash flow from operations 

Assets: 

Plant, property and equipment 
Accumulated depreciation and depletion 


Net plant, property and equipment 
Current assets 
Deferred charges and other investments 


Total assets 


Capitalization: 

Long term debt 

Preferred shareholders’ equity 
Common shareholders’ equity 


Other liabilities: 

Deferred income taxes 

Current liabilities 

Minority interest in subsidiary companies 


Total equity and liabilities 


Rate Base and Return: 

Average utility rate base 

Average return on utility rate base 

Average return on equity in utility rate base 
Capitalization Ratios: 

Long term debt 

Preferred shareholders’ equity 

Common shareholders’ equity 

— per common share 


Return on average common shareholders’ equity* 


Statistical 

Mainline Operations: 

Total gas sales (10’m’) 

Average daily sales (10*m’) 

Peak day sales (10°m*) 
Transportation volumes (10*m°) 
Systems sales capacity (10’m? per day) 
‘Transmission pipelines (kilometres) 
Gathering pipelines (kilometres) 
“Compressors (kilowatts) 

Oil and Gas: 


Property acquisition, exploration and development 


costs after incentives 


Production — Crude oil and liquids (Mbbls) 


— Natural gas (Bcf) 


Proven reserves at year end — Crude oil and | 
— Natural gas (Bc 


Common Shares: 
Shares outstanding at year end 


Toronto Stock Exchange price ranges — high 
— low 


Number of common shareholders 
Employees: 


Westcoast (utility) — employee person years 


Consolidated — employees at year end 


“Before 1983 extraordinary item of $16,645,000 ($0.41 per share) 


**Including investment in Texas Pacific 
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1985 


$1,192,088 
971,017 
221,071 
160,074 


60,997 
3,679 
$ 57,318 


$ 42,422 
187,034 


$1.41 
1.04 
74% 
$4.59 


$2,306,961 
690,336 


1,616,625 


217,300 
163,013 


$1,996,938 


$ 742,556 
110,000 
504,830 


1,357,386 


311,622 
302,582 
25,348 


$1,996,938 


$ 690,512 
12.0% 
14.7% 


54.7% 

8.1% 
37.2% 
$12.34 
11.6% 


7 554 884 
20 698 
42 889 

214 102 
42 548 
2331 

2 104 
356 757 


$ 199,805** 
2,925 
12 
31,521 
479 


40,918,550 
$19% 
$14% 
9,503 


862 
1,159 


1984 


$1,147,807 
948,556 
199,251 
138,875 


60,376 
3,098 


STS 


$ 42,364 
165,167 


$1.41 
1.04 
74% 
$4.05 


$1,994,947 
610,561 
1,384,386 
205,756 
161,639 


$1,751,781 


$ 707,677 
34,210 
486,289 


1,228,176 


243,123 
256,866 
23,616 


$1,751,781 


$ 694,586 
12.0% 
14.6% 


57.6% 

2.8% 
39.6% 
$11.94 
12.0% 


7 233 907 
19 765 

42 941 
2,691 

42 548 
PBI 

2 104 
356 757 


$ 51,382 


1983 


$1,127,105 
934,265 


192,840 
IPAEy 


65,089 
3,142 


$ 61,947 


$ 42,352 
158,360 


$1,901,673 
538,022 


1,363,651 
241,005 
114,396 


$1,719,052 


$ 732,421 
36,966 
472,196 


1,241,583 


215,445 
240,072 
21,952 


$1,719,052 


$ 739,344 
12.0% 
14.7% 


59.0% 

3.0% 
38.0% 
$11.59 
13.1% 


6 782 851 
18 583 

43 481 
42 548 
23 

2 104 
356 757 


ay saiilesio! 
1,180 

9 

10,520 

397 


40,731,498 
$15% 
$13% 

11,745 


833 
1,037 


1982 


$1,156,951 
960,857 


196,094 
126,047 


70,047 
3,142 


$ 66,905 


$ 42,280 
183,268 


$1.65 

1.04 
63% 
$4.51 


$1,833,355 
469,467 
1,363,888 
208,748 
135,277 


$1,707,913 


$ 701,618 
36,966 
470,182 


1,208,766 


202,270 
276,507 
20,370 


$1,707,913 


$ 747,803 
11.9% 
15.2% 


58.0% 

3.1% 
38.9% 
$11.56 | 
14.6% 


7 057 348 
19 335 
40 696 
41053 

2331 
2 104 
350 493 


$ 36,978 
1,112 


40,689,998 
$15% 
$11%4 

12,581 


870 
1,057 


SOO 


1981 1980 1979 1978 1977 1976 


$1,270,330 $1,217,600 $1,098,649 $ 843,902 $ 780,164 $ 579,276 

1,104,543 1,070,652 999 326 764,565 705,186 511,346 

165,787 146,948 99325 rh resy) 74,978 67,930 

100,361 S913 49,453 32,978 31,416 28,161 

65,426 49,035 49,870 46,359 43,562 39,769 

3,142 3,165 3399 3,400 3,400 3,400 

$ 62,284 $ 45,870 $ 46,471 $ 42,959 $ 40,162 $ 36,369 

$ 36,578 $ 28,494 $ 28,122 $ 23,652 $ 21,674 $ 19,798 

172,699 154,931 104,977 84,594 81,460 75,125 

$1.59 $1.29 $1.33 $1.25 $1.21 $1.12 

92 80 80 69 65 61 

58% 62% 60% 55% 54% 55% 

$4.40 $4.36 $3.00 $2.46 $2.45 $2.32 

$1,602,493 $1,368,720 $1,223,059 $1,070,259 $ 932,821 $ 882,394 

410,143 358,235 318,127 284,143 254,218 227,669 

1,192,350 1,010,485 904,932 786,116 678,603 654,725 

186,631 212,360 182,042 140,549 125,383 98,458 

101,128 82,905 61,339 37,116 20,325 14,967 

$1,480,109 $1,305,750 $1,148,313 $ 963,781 $ 824,311 $ 768,150 

$ 595,880 $ 525,822 $ 417,734 $1039 $ 310,456 Ses l7275 

36,966 36,966 39,604 40,000 40,000 40,000 

445,687 377,028 3525393 327,089 297,509 269,183 

1,078,533 939,816 809,691 743,482 647,965 626,458 

147,829 90,274 41,363 25,697 20,012 15,441 

188,069 212,930 239,179 141,663 106,296 75,298 

65,678 62,730 58,080 52,939 50,038 50,953 

$1,480,109 $1,305,750 $1,148,313 $ 963,781 $ 824,311 $ 768,150 

$ 742,780 $ 706,156 $ 607,821 $ 546,579 $ 529,758 $ 516,738 

11.4% 10.9% 10.9% 11.0% 11.0% 10.5% 

15.4% 13.0% 14.0% 14.0% 14.5% 14.4% 

55.3% 56.0% 51.6% 50.6% 47.9% 50.6% 

3.4% 3.9% 4.9% 5.4% 6.2% 6.4% 

41.3% 40.1% 43.5% 44.0% 45.9% 43.0% 

$10.97 $10.42 $9.95 $9.44 $8.84 $8.26 

15.1% 12.6% 13.7% 13.8% 14.2% 14.1% 

7 886 955 8 644 756 10 859 747 9 757 496 10 467 364 9791 490 

21 608 23 620 29 753 26 733 28 678 26 753 

40 016 39 437 39 829 38774 37,395 32 972 

41 053 41 053 37 704 36 996 36 996 36 996 

2 331 2331 2294 2253 2 253 2214 

2 104 2 104 1 968 1935 1593 1548 

337 966 337 966 337 966 337 966 333 492 333 492 

$ 27,851 $ 32,624 $27,092 $ 28,110 hy eely SS 

1,048 878 865 831 665 317 

11 12 14 11 10 10 

7,386 ihehilal 7,665 8,462 O52 8,855 

388 361 345 344 324 387 
ES. MP att Oe ee ae ee ee ee 

40,614,998 36,189,581 35,407,614 34,662,834 33,651,045 32,604,651 

$15% $15% $16%s $12% $11% $93 

$10%/s $12 $11% $10¥% $ 8% $7% 

13,396 13,278 12,660 12,496 9,870 9,677 

825 770 714 634 568 522 

1,031 971 921 808 743 673 
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Directors and Officers 


Directors 

Wilbert H. Hopper*+ 

Chairman and Chief Executive Officer 
Petro-Canada 

A Crown energy corporation 

Calgary, Alberta 


John Anderson* 

President and Chief Executive Officer 
Westcoast Transmission Company Limited 
Vancouver, British Columbia 


James S. Byrn*+ 

Chairman 

Gulf Group Canada Limited 

An investment holding company 
Vancouver, British Columbia 


David L. Helliwell+ 

President 

Marin Investment Ltd. 

An investment holding company 
Vancouver, British Columbia 


Edward M. Lakusta 

President and Chief Operating Officer 
Petro-Canada 

A Crown energy corporation 

Calgary, Alberta 


Wendy B. McDonald+ 

President and Chairman of the Board 

B.C. Bearing Engineers Ltd. 

Industrial distributors of bearings and power 
transmissions 

Vancouver, British Columbia 


David P. O’Brient 
Executive Vice President 
Petro-Canada 

A Crown energy corporation 


Calgary, Alberta 


Derek H. Parkinson* 

Senior Vice President and Chief Financial 
Officer 

Westcoast Transmission Company Limited 

Vancouver, British Columbia 


Edwin C. Phillips 
Consultant 
Vancouver, British Columbia 


Arthur H. Willms* 

Senior Vice President 

Westcoast Transmission Company Limited 
Vancouver, British Columbia 


Charles N.W. Woodwardt 

Chairman of the Board and Chief Executive 
Officer 

Woodward’s Limited 

Retail merchants 

Vancouver, British Columbia 
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Officers 
Wilbert H. Hopper 
Chairman 


John Anderson 
President and Chief Executive Officer 


Derek H. Parkinson 
Senior Vice President and Chief Financial 
Officer 


Arthur H. Willms 
Senior Vice President 


William B. Caswell 


Vice President, Process 


Philip G. Griffin 
Vice President, General Counsel and Secretary 


J. Edward Johnson 
Vice President, Operations 


John A. Kavanagh 
Vice President, Engineering 


Ronald B. Maas 
Vice President, Marketing and Regulatory 
Affairs 


Michael E.J. Phelps 
Vice President, Strategic Planning 


Wayne N. Collett 


Treasurer 


John H. Podmore 
Comptroller 


Joachim W. Castelsky 
Assistant Treasurer 


Frank M. McMahon 
Chairman Emeritus of the Board 
Hamilton, Bermuda 


*Executive Committee 
+Audit Committee 
+Compensation Committee 


Corporate Information 


Registrars 


Common Shares 

The Canada Trust Company — 
Vancouver, Calgary, Regina, Toronto, 
Montreal 

Registrar and Transfer Company ' 
Cranford, New Jersey 


Preferred Shares 

The Canada Trust Company — 
Vancouver, Calgary, Regina, Winnipeg, 
Toronto, Moree 


Bonds 
Montreal Trust Company — 
Vancouver, Calgary, Toronto, Montreal 


Debentures 

The Canada Trust Company — 
Vancouver, Calgary, Regina, Winnipeg, 
Toronto, Nigteat 


Subordinate Debentures 

Citibank, N.A. — New York, NY. 
Montreal Trust Company (co-registrar) — 
Vancouver, Calgary, Toronto, Montreal 


Transfer Agents 


Common Shares 

Montreal Trust Company — 
Vancouver, Calgary, Regina, Toronto, 
Montreal 

Registrar and Transfer Company — 
Cranford, New Jersey 


Preferred Shares 

The Canada Trust Company — 
Vancouver, Calgary, Regina, Winnipeg, 
Toronto, Montrea 


Auditors 


Clarkson Gordon 

PO. Box 10101, Pacific Centre 
700 West Georgia Street 
Vancouver, B.C. V7Y 1C7 


Stock Exchanges 


Common Shares — listed on the Toronto, 
Montreal and Vancouver Stock ete and 
on the New York and Pacific Stock Exchanges 


Preferred Shares — listed on the Toronto, 
Montreal and Vancouver Stock Exchanges 


Stock Symbols 
Common Shares — WTC 


84% Second Preferred, Series A— WTC.PR.B 


7.68% First Preferred, Series 1 — WTC.PR.C 
Offices 


1333 West Georgia Street, Vancouver, B.C. V6E 3K9 
140 - 4th Avenue S.W., Calgary, Alberta T2P 3N3 


Stock Market Price Ranges 


(CommonShares) ~~ ~~«~Toronto’ NewYork 

Low High Low High 

(Canadian (United States 
Dollars) Dollars) 

January-March 1984 144 15% 11% 12% 
April-June 1984 13% 14% 10%. 11% 
July-September 1984 13% 14% 9% 10% 
October-December 1984 13 15% 9% 11% 
January-March 1985 14% 15% 10% 11% 
April-June 1985 14% 19% 10% 14% 
July-September 1985 15% 19% 11% 14% 
October-December 1985 15% 18% 11% 12% 
Valuation Day 


The Valuation Day price of the Company’s common shares 
adjusted for the three-for-one stock split of May 12, 1978 
was $8.63. 


Earnings and Dividends Paid* 


1985 1984 
(Common Shares) Divi- Divi- 
Earnings dends Earnings dends 
January-March SS) ote) 83 XH SS 3X5 8S OE 
April-June 33 .26 32 26 
July-September 33 .26 36 .26 
October-December 37 .26 oT 26 


$1.41 $1.04 $1.41 $1.04 


*A resident of the United States receiving investment income generated in Canada ts 
subject to withholding tax provisions under the Canadian Income Tax Act and the 
Canada-United States Tax Convention. With certain exceptions, dividends paid by the 
Company are subject to a withholding tax at a rate of 3%. 


Dividend Reinvestment and Share Purchase Plan 
Registered holders of the Company’s Common Shares may 
elect to reinvest the cash dividends paid on all or some of 
those Common Shares in new Common Shares of the 
Company at a price equal to 95% of the Average Market 
Price as defined in the Plan. Registered holders of the 
Company’s Common Shares may also make optional cash 
payments in any calendar quarter up to $5,000 in 
Canadian dollars to purchase new Common Shares at the 
Average Market Price. 

All notices and enquiries relating to the Plan should 
be addressed to the Montreal Trust Company at the 
address shown below. 


Duplicated Corporate Publications 

Registered holders of the Company’s Common Shares may 
receive more than one copy of Company publications such 
as the annual and interim reports. Shareholders can assist 
the Company in eliminating such duplication by 


contacting: Montreal Trust Company 
Stock and Bond Transfer Department 
510 Burrard Street 
Vancouver, B.C. V6C 3B9 
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WESTCOAST TRANSMISSION 
COMPANY LIMITED 


1985 

NOTICE OF ANNUAL MEETING 
OF SHAREHOLDERS 

AND 

MANAGEMENT 

PROXY CIRCULAR 


WESTCOAST TRANSMISSION COMPANY LIMITED 


NOTICE OF ANNUAL MEETING OF SHAREHOLDERS 
MAY 10, 1985 


TO THE SHAREHOLDERS OF 
WESTCOAST TRANSMISSION COMPANY LIMITED 


Take notice that the annual meeting of the shareholders of Westcoast Transmission Company Limited (the 


‘‘Corporation’’) will be held in the Hotel Vancouver, Vancouver, British Columbia, on Friday, May 10, 1985, at the 
hour of 10 o’clock in the forenoon for the following purposes: 


1: 


To receive and consider the report of the directors of the Corporation, the statement of accounts and the 
auditor’s report. 


To elect 11 directors for the ensuing year. 
To appoint an auditor for the ensuing year. 


To consider, and if thought fit, to pass with or without variation, a special resolution amending the Articles of 
the Corporation to provide that holders of all classes of shares of the Corporation are not entitled to vote 
separately as a class upon amendments referred to in subsections (a), (b) and (e) of Section 170(1) of the Canada 
Business Corporations Act. 


To consider, and if thought fit, to pass with or without variation, a special resolution amending the Articles of 
the Corporation to, inter alia: 


(a) increase the number of Common Shares which may be issued from 75 million to an unlimited number of 
Common Shares; 


(b) cancel the existing Preferred Shares and $4.25 Cumulative Redeemable Preferred Shares Series A, none 
of which are issued and outstanding; 


(c) create an unlimited number of First Preferred Shares; and 


(d) create an unlimited number of Second Preferred Shares. 
To transact such other business as may properly come before the meeting or any adjournment thereof. 


The full text of the special resolutions to be submitted to the meeting with respect to the matters referred to in 


paragraphs 4 and 5 above is as set out in Schedules ‘*A’’ and ‘‘B’’ respectively to the Management Proxy Circular 
accompanying this Notice. 


Proxies to be used at the meeting must be deposited with the Corporation on or before 10:00 a.m. Thursday, 


May 9, 1985. 


The directors of the Corporation have previously fixed and advertised March 28, 1985 as the record date for the 


determination of shareholders entitled to receive this Notice. 


Dated at Vancouver, British Columbia, this 28th day of March, 1985. 


BY ORDER OF THE BOARD OF DIRECTORS 


G. W. Lade 
Vice President and Secretary 


WESTCOAST TRANSMISSION COMPANY LIMITED 


MANAGEMENT PROXY CIRCULAR 


This Management Proxy Circular is furnished in connection with the solicitation of proxies on behalf of 
the Board of Directors of Westcoast Transmission Company Limited (the ‘‘Corporation’’) for use at the 
annual meeting of shareholders of the Corporation to be held at the date, place and time and for the purposes 
set forth in the accompanying Notice of Annual Meeting of Shareholders. 


Except as otherwise stated, the information contained herein is given as of March 28, 1985. This 
Management Proxy Circular and the accompanying Form of Proxy are expected to be mailed to shareholders 
on or before April 4, 1985. 


The mailing address of the Corporation’s registered office is 1333 West Georgia Street, Vancouver, B.C. 
V6E 3K9. 


VOTING AND VOTING RIGHTS 
Voting Rights 


As of the close of business on the record date, March 28, 1985, 40,743,098 issued and outstanding Common 
Shares of the Corporation were its only voting security. Each Common Share entitles the holder thereof to one vote. 
Cumulative voting is not provided for in the by-laws of the Corporation. 


Appointment of Proxyholder 


A shareholder entitled to vote at a meeting of shareholders may by means of a proxy appoint a proxyholder or 
one or more alternate proxyholders, who are not required to be shareholders, to attend and act at the meeting in the 
manner and to the extent authorized by the proxy and with the authority conferred by the proxy. 


Right of Revocation 
Any shareholder appointing a proxyholder to attend and vote at the annual meeting of shareholders of the 
Corporation may revoke such proxy in the following manner: 
(a) by depositing an instrument in writing executed by such shareholder or by his attorney authorized in 
writing 
(i) at the registered office of the Corporation at any time up to and including the last business day 
preceding the day of the meeting, or an adjournment thereof, at which the proxy is to be used, or 
(ii) with the chairman of the meeting on the day of the meeting or an adjournment thereof; or 


(b) in any other manner permitted by law. 
Method of Solicitation of Proxies 

Proxies will be solicited principally by mail. In addition to the use of the mails, proxies may be solicited by 
directors and officers of the Corporation by personal interview, telephone or telegraph. Banks, brokerage houses 
and other custodians, nominees or fiduciaries may forward the soliciting material to their principals and obtain 


authorizations for the execution of proxies and for so doing will be reimbursed by the Corporation for their 
out-of-pocket expenses incurred in connection therewith. 


Cost of Solicitation of Proxies 


The entire cost of the solicitation of proxies will be borne by the Corporation. 


Quorum 


Two shareholders or proxyholders present in person and holding in person or by proxy not less than a majority 
of the Common Shares entitled to be voted at a meeting constitute a quorum at a meeting of shareholders. 


Vote Required 


The resolutions to be presented at the meeting for the election of directors and the reappointment of the 
incumbent auditor are ordinary resolutions requiring the favourable vote of a majority of the Common Shares 
represented and voting in person or by proxy at the meeting. The resolutions to be presented at the meeting for 
eliminating the requirement for separate class or series votes in respect of amendments to the Articles of the 
Corporation referred to in subsections (a), (b) and (e) of Section 170 (1) of the Canada Business Corporations Act, 
and for the alteration of the capital of the Corporation, are special resolutions requiring the favourable vote of not less 
than two-thirds of the votes cast by the shareholders who vote in respect thereof. 


Proxy Voting 


Common Shares represented by any effective proxy in the form provided given by any shareholder will 
be voted or withheld from voting in accordance with the instructions specified therein and, where no choice is 
specified, will be voted for the nominees for directors proposed by the Board of Directors, for the approval of 
the special resolutions set out as Schedules ‘‘A’’ and ‘‘B”’ to this Management Proxy Circular and for the 
appointment of Clarkson Gordon as auditor. The Form of Proxy confers discretionary power in respect of 
amendments to matters identified in the notice of meeting or other matters that may properly come before the 
meeting. At the date of the notice of meeting, there are no variations or amendments to such matters or any other 
matters to come before the meeting known to the Board of Directors. 


Principal Holders of Common Shares 


Those persons who, as of March 28, 1985, beneficially owned(!) Common Shares of the Corporation carrying 
more than 5% of the votes attached to Common Shares of the Corporation, insofar as the directors and officers of the 
Corporation have knowledge thereof, are as follows: 


Name and Address No. of Common Shares Percentage 
of Shareholder Beneficially Owned) of Class(2) 
Petro-Canada Inc.(3) 12,728,245 31.2% 

P.O. Box 2844 

Calgary, Alberta 

T2P 3E3 


B.C. Resources Holdings 
Ltd.@) 3,471,375 8.5% 
1176 West Georgia Street 
Vancouver, B.C. 
V6E 4B9 


(1) As used in this Management Proxy Circular, ‘‘beneficially owned’’ means the sole or shared power to vote, or 
to direct the voting of, a security andlor the sole or shared investment power with respect to a security (i.e., the 
power to dispose of, or to direct the disposition of, a security). In addition, for purposes of this Management 
Proxy Circular, a person is deemed, as of any date, to have beneficial ownership of any security that such 
person has the right to acquire within 60 days of such date. 


(2) Percentage of class is based on the number of Common Shares outstanding on March 28, 1985. 


(3) Petro-Canada Inc. is a wholly-owned subsidiary of Petro-Canada. 


(4) B.C. Resources Holdings Ltd. is a wholly-owned subsidiary of British Columbia Resources Investment 


Corporation. 


DIRECTORS 


Election of Directors 


Action is to be taken at the annual meeting to elect 11 directors of the Corporation. The directors elected at the 
meeting will serve for a term from the date of election until the next annual meeting and/or until their respective 
successors have been elected or appointed. 


Nominees for Directors 


The 11 persons listed below are nominees for election as directors of the Corporation. All the nominees, with 
the exception of Mrs. Wendy B. McDonald, were previously elected by the shareholders of the Corporation. 
Although no nominee has advised that he or she will be unable to accept nomination or election, if one or more of the 
nominees referred to should be unable to accept nomination or election, the persons whose names are printed in the 
enclosed proxy intend to vote for the remaining nominees and such substitute nominees as may be designated by the 
Board of Directors. Mr. J. Taylor Kennedy, who has served as a director continuously since 1973, has advised the 
Corporation of his intention not to seek reelection to the Board of Directors. Mr. Kennedy will reach the age of 70 
years prior to the Corporation’s annual meeting in 1986. 


The following table includes information which has been furnished by the nominees respecting certain equity 
securities beneficially owned as of March 28, 1985 by such nominees, their principal occupations, employment, 
business experience and certain other information. Unless otherwise indicated, each nominee has been engaged in 
his current principal occupation for at least the last five years. 


As of March 28, 1985, officers and directors of the Corporation as a group beneficially owned 436,585 (1%) of 
the Common Shares of the Corporation. The Common Shares used in computing the percentage include the 
Common Shares actually outstanding on March 28, 1985, and the 165,400 Common Shares that such officers and 
directors had the right to acquire pursuant to share options within 60 days following such date. Each nominee’s 
beneficial ownership represents less than 1/2 of 1% of the outstanding Corporation Common Shares. 


Name, Age, Principal Occupation) Beneficial Ownership of 
and Other Information Common Shares()(2)3) 


JOHN ANDERSON, 59, President and Chief Executive Officer of 

the Corporation, Vice President and a Director of Saratoga, 

Chairman and a Director of PNG, Chairman and a Director of 

WPL, Vice President and a Director of Foothills Yukon, Vice 

President and a Director of Foothills NBC, a Director of Foothills 

Oil; a Director of the Corporation since 1970. 90,2254) 


JAMES S. BYRN, 60, Chairman of Gulf Group Canada Limited, 

an investment holding company since March 1983, prior to which 

was Chairman of Schenley Canada Inc., distillers, between 

October 1981 and March 1983, and for more than five years prior 

to October 1981 was President and Chief Executive Officer of 

Genstar Marine Limited, tug and barge operators, and a 

predecessor company, a Director of Foothills Yukon; a Director of 

the Corporation since 1978. 300 


DAVID L. HELLIWELL, 49, President of Marin Investments 

Ltd., an investment holding company, since November 1981, prior 

to which was successively President and Chairman of British 

Columbia Resources Investment Corporation, a public resource 

investment company; a Director of the Corporation since 1979. 1,000 


WILBERT H. HOPPER, 52, Chairman of the Corporation, 
Chairman and Chief Executive Officer of Petro-Canada, a Crown 
energy corporation; a Director of the Corporation since 1979. w= 4 (5) 


Name, Age, Principal Occupation) 
and Other Information 


EDWARD M. LAKUSTA, 54, President and Chief Operating 
Officer of Petro-Canada, a Crown energy corporation, since June 
1982, prior to which was Senior Vice President, Manufacturing of 
Gulf Oil Company between January 1982 and June 1982, and for 
more than five years prior to January 1982 held various senior 
executive positions with Gulf Oil Company and its subsidiaries; a 
Director of the Corporation since 1982. 


Beneficial Ownership of 
Common Shares(1)(2)(3) 


Sees) 


WENDY B. McDONALD, 62, President and Chairman of the 
Board, B.C. Bearing Engineers Ltd., industrial distributors of 
bearings and power transmissions. == 


DAVID P. O'BRIEN, 43, Senior Vice President, Finance and 

Planning of Petro-Canada, a Crown energy corporation, since 

1982, prior to which was employed in various executive capacities 

with Petro-Canada; a Director of the Corporation since 1983. yl) 


DEREK H. PARKINSON, 59, Senior Vice President and Chief 
Financial Officer of the Corporation since February 1982, prior to 
which was employed in various executive capacities with 
MacMillan Bloedel Limited, a lumber and forest products 
company, a Director of WPL, a Director of Foothills Yukon; a 


Director of the Corporation since 1983. 


32,000(6) 


EDWIN C. PHILLIPS, 67, Consultant, Vice Chairman and a 
Director of Foothills Yukon, Vice Chairman and a Director of 
Foothills NBC, President and Chief Executive Officer and a 
Director of Foothills Oil, a Director of British Columbia 
Resources Investment Corporation and a Director of Dynalectron 


Corporation; a Director of the Corporation since 1969. 


66,731 


ARTHUR H. WILLMS, 45, Senior Vice President of the 

Corporation since October 1981, prior to which was employed in 

various executive capacities with the Corporation, a Director of 

WPL, a Director of PNG; a Director of the Corporation since 

1983. 39,161 


CHARLES N. W. WOODWARD, 61, Chairman of the Board and 

Chief Executive Officer of Woodward Stores Limited, retail 

merchants, a Director of British Columbia Resources Investment 

Corporation; a Director of the Corporation since 1970. 200 


(1) 


As defined in the rules under the Securities Exchange Act of 1934 of the United States of America and for 
purposes of this Management Proxy Circular, the following corporations may be deemed to be ‘‘subsidiaries’’ 
of the Corporation: Foothills Pipe Lines (Yukon) Ltd. (‘‘Foothills Yukon’’ ), Foothills Pipe Lines (North B.C.) 
Ltd. (‘Foothills NBC’’), Foothills Oil Pipe Line Ltd. (‘‘Foothills Oil’), Pacific Northern Gas Ltd. (‘‘PNG’’ ), 
Saratoga Processing Company Limited (‘‘Saratoga’’) and Westcoast Petroleum Ltd. (‘‘WPL’’); and the 
following corporations, by virtue of their share ownership, may be deemed to be ‘‘parents’’ of the Corpora- 
tion: Petro-Canada Inc. and Petro-Canada (see ‘‘Principal Holders of Common Shares’ ). Inno case does the 
number of shares of an equity security of a subsidiary of the Corporation shown as ‘‘beneficially owned’’ by 
any person include the shares of such equity security beneficially owned by the Corporation, as to which shares 
such persons disclaim beneficial ownership. The Corporation owns 50% of the voting securities of Foothills 
Yukon and Foothills Oil, the other 50% of each of Foothills Yukon and Foothills Oil are owned by another 
company in which neither the Corporation nor any subsidiary or affiliate of the Corporation has an interest. 
Under agreement between the Corporation and such other company, the C orporation and such other company 


are entitled to equal representation on the board of directors of Foothills Yukon. The Corporation disclaims 
direct or indirect control of Foothills Yukon or Foothills Oil. 


(2) 


(3) 


(4) 


(5) 


(6) 


(7) 


Mr. Anderson owns 1,000 common shares of PNG and 1,000 shares of Saratoga. Mr. Phillips owns 1,000 
common shares of PNG. 


Except as otherwise noted in the footnotes to the above table, the directors and officers have sole voting and 
investment power with respect to the shares shown as beneficially owned by them. 


Includes 42,000 Common Shares that Mr. Anderson has the right to acquire within 60 days following March 
28, 1985 pursuant to the exercise of share options. 


Petro-Canada Inc., of which Messrs. Hopper, Lakusta and O’Brien are directors, beneficially owns 
12,728,245 Common Shares, as to which Messrs. Hopper, Lakusta and O’Brien disclaim beneficial own- 
ership. 


Includes 17,000 Common Shares that Mr. Parkinson has the right to acquire within 60 days following March 
28, 1985 pursuant to the exercise of share options. 


Includes &,000 Common Shares that Mr. Willms has the right to acquire within 60 days following March 28, 
1985 pursuant to the exercise of share options. 


Remuneration of Directors and Officers (for Canadian purposes) 


For the purposes of the Canada Business Corporations Act, the following table sets forth for the fiscal year 


ended December 31, 1984, the aggregate remuneration received from the Corporation and its subsidiaries by the 
directors and those officers of the Corporation receiving in excess of $40,000: 


Directors’ Total 
Fees Salaries Other) Remuneration 
AS A GROUP: 
11 Directors 
The Corporation $ 94,000 $ — $ — $ 94,000 
Westcoast Petroleum Ltd. (3 Directors) 20,700 — — 20,700 
Pacific Northern Gas Ltd. (2 Directors) 9,400 — — 9,400 
Saratoga Processing Company Limited 
(1 Director) 3,200 — — 3,200 
$127,300 $ — $ — $ 127,300 
AS A GROUP: 
1S Officers 
The Corporation $ — $1,736,254 $ 70,822 $1,807,076 
Westcoast Petroleum Ltd. (3 Officers) 5,700 27,500 33,200 
Pacific Northern Gas Ltd. (3 Officers) — — 
Saratoga Processing Company Limited 
(5 Officers) 3,200 — — 3,200 
$ 8,900 $1,763,754 $ 70,822 $1,843,476 


(1) Corporation contributions to Employee Savings Plan and the Corporation’s Pension Plan. 


Executive Compensation (for U.S. Requirements) 


For the purposes of the Securities Exchange Act of 1934 of the United States of America, the following table 


shows information with respect to all cash compensation received for services in all capacities to the Corporation and 
its subsidiaries, during the fiscal year ended December 31, 1984, by (1) each of the five most highly compensated 
executive officers of the Corporation and (ii) all executive officers of the Corporation as a group: 


The estimated annual benefits upon retirement at normal retirement age under the Pension Plan are as follows: 


Estimated Annual 


Individual or Group Retirement Benefits 
John Anderson(!) $ 48,740 
Alton J. Green(2) 54,308 
Gordon W. Lade(2) 21,009 
Derek H. Parkinson(2) 14/28 
Arthur H. Willms(2) 56,595 
All executive officers (11) as a group(?) $445,762 


(1) The Corporation has an agreement with John Anderson dated September 30, 1983, whereby following his 
retirement, if after age 62, the Corporation will pay him an annual retirement allowance which, when added to 
the normal retirement income he will receive from the Corporation’s Pension Plan, will result in an aggregate 
amount equal to 70% of his annual salary in effect on the date of his retirement. 


(2) The Corporation has agreements (i) with all of the executive officers other than the Chairman and the President 
and Chief Executive Officer, and (ii) with the Treasurer and Comptroller of the Corporation, dated September 
14, 1984, whereby following their retirement, the Corporation will pay to each of them a supplementary 
retirement allowance which, when added to the normal retirement income each will receive from the 
Corporation's Pension Plan, will result in an annual retirement income equal to that which would be 
determined in accordance with the Corporation’s Pension Plan if the limitations imposed by the Income Tax 
Act of Canada did not apply. 


During the fiscal year ended December 31, 1984, the Corporation made payments to Edwin C. Phillips, a 
director of the Corporation, in accordance with an agreement dated April 21, 1976, under which the Corporation 
commenced on November 1, 1982, to pay him an annual retirement allowance which, when added to the normal 
retirement income he receives from the Corporation’s Pension Plan, results in an aggregate annual amount of 
$174,000, which is equal to 60% of his annual salary in effect on the date of his retirement. 


Scale of Fees 


The Corporation pays its directors an annual fee of $7,000 plus an allowance of $500 for attendance at each 
Board and Board Committee meeting. The Chairmen of the standing committees of the Board are entitled to an 
additional fee of $100 per meeting and directors travelling to a meeting from outside the province in which a meeting 
is held are entitled to an additional per diem fee of $500. None of the foregoing emoluments are paid to those 
directors who are on the payroll of the Corporation. 


Transactions with Directors 


The Corporation entered into an agreement dated October 19, 1982, as amended by an agreement dated April 
30, 1984, with Edwin C. Phillips, a director of the Corporation, under which Mr. Phillips has agreed to provide 
consulting services to the Corporation until April 19, 1985 at a fee of $100,000 per annum. Mr. Phillips retired as an 
employee of the Corporation effective October 19, 1982. 


Termination of Employment 


The Corporation has an agreement dated September 30, 1983 with John Anderson, the President and Chief 
Executive Officer of the Corporation, which provides that in the event his employment is terminated other than at his 
own request, Mr. Anderson will receive a lump sum severance payment equal to the lesser of (i) three times his then 
current annual salary or (ii) the amount which Mr. Anderson would have earned at his then current annual salary for 
the period from the date of such termination until the date on which he would attain the age of 62 years. If Mr. 
Anderson’s employment had been terminated on March 28, 1985 other than at his own request, he would have been 
entitled to receive approximately $552,055 under the agreement. 
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Indebtedness of Directors and Officers 


The following directors and officers are indebted to the Corporation in respect of non-interest bearing loans for 
the purchase of Common Shares of the Corporation under the 1976 Key Employee Stock Option Incentive Plan. 


Largest Aggregate Current Outstanding 
Amount of Amount of 

Director or Officer and Indebtedness Indebtedness 

Municipality of Residence in 1984 as of March 28, 1985 

John Anderson $357,900 $339,180 
West Vancouver, B.C. 

W.B. Caswell 178,950 169,590 
North Vancouver, B.C. 

W.N. Collett 178,950 169,590 
North Vancouver, B.C. 

A.J. Green 268,425 254,385 
West Vancouver, B.C. 

J.A. Kavanagh 268,596 253,620 
North Vancouver, B.C. 

G.W. Lade 268 ,425 254,385 
West Vancouver, B.C. 

R.B. Maas 24,274 2231710 
Tsawwassen, B.C. 

D.H. Parkinson 161,280 151,920 
Vancouver, B.C. 

J.H. Podmore 36,410 34,164 
Vancouver, B.C. 

A.H. Willms 342,786 324,690 


North Vancouver, B.C. 


Directors and Officers Liability Insurance 


As contemplated by Section 119(4) of the Canada Business Corporations Act, the Corporation has purchased 
and paid the premium for insurance with a limit of $15,000,000 in each policy year in respect of potential claims 
against its directors and officers and in respect of loss for which the Corporation may be required or permitted by law 
to indemnify such directors and officers. The policy excludes from the coverage $1,000 in respect of each loss in 
respect of claims against each director and officer (limited in the aggregate to $5,000 in respect of any one loss) and 
$20,000 in respect of claims arising under the Corporation reimbursement portion of the policy. The Corporation 
was not aware at the time of purchase and is at the date hereof unaware of any actual or potential suit or claim which 
would result in a claim on the insurers. There is a flat premium payable in the sum of $35,980 for three years. It is not 
segregated as to groups. 


Standing Committees of the Board of Directors 
The directors have duly appointed the following standing committees: 


An Executive Committee, comprised of Messrs. John Anderson as Chairman, David L. Helliwell, Wilbert H. 
Hopper, Derek H. Parkinson and Arthur H. Willms, which has and exercises all of the powers of the directors save 
and except those which by the provisions of the Canada Business Corporations Act cannot be delegated to a 
committee and those which are specifically prohibited or reserved by the directors to themselves. 


An Audit Committee, comprised of Messrs. David L. Helliwell as Chairman, James S. Byrn and David P. 
O’Brien, which has and exercises the customary functions of such committees including the review of the 
Corporation’s financial statements and methods of record keeping and the reporting of its findings to the Board of 
Directors. 


1] 


A Compensation Committee, comprised of Messrs. James S$. Byrn as Chairman, Wilbert H. Hopper and 
C.N.W. Woodward, which has and exercises the customary functions of such committees including the making of 
recommendations to the directors concerning the salaries and other compensation of the principal officers of the 
Corporation and the benefit programs of the Corporation, and the investigation, when deemed appropriate, of the 
general field of compensation for executive personnel. 


The Corporation does not have a standing nominating committee or any committee of the Board of Directors 
performing similar functions. 


Meetings of Directors and Standing Committees 
During 1984, being the last fiscal year of the Corporation, the following meetings were held: 
Board of Directors 
Executive Committee 


Audit Committee 
Compensation Committee 


NHN 


All directors attended at least 75% of the aggregate meetings of the Board and the Committees of which they 
were members during the year. 


TRANSACTIONS WITH SHAREHOLDERS 


During the fiscal year ended December 31, 1984, the Corporation purchased certain supplies of natural gas in 
Alberta from Petro-Canada Inc. under long-term contracts. The aggregate dollar value of such purchases was 
$664,172. The gas purchase contracts vary in term from 20 years to the life of the leases from which gas is being 
produced and are similar as to price and other material terms and conditions to other gas contracts entered into by the 
Corporation with other producers of gas in Alberta. The Corporation believes that the terms of such transactions are 
no less favourable to the Corporation than those which could have been arranged with unrelated third parties. 


During the fiscal year ended December 31, 1984, the Corporation also made payments to Petro-Canada Inc. in 
respect of the operation of the Corporation’s McMahon Gas Processing Plant. The aggregate dollar value of such 
payments was $5,020,000. Under the plant operating agreement, the term of which has been extended to April 1, 
1987, the Corporation pays Petro-Canada Inc. the direct costs and allocated indirect costs of operating the gas plant, 
plus an operating fee equal to 12% of the direct and indirect costs of operating the plant. The Corporation believes 
that the terms of this transaction are no less favourable to the Corporation than those which could have been arranged 
with unrelated third parties. 


During the fiscal year ended December 31, 1984, the Corporation entered into a joint venture with Petro-Canada 
Inc. for the construction and operation of a natural gas liquids extraction plant to be located at Taylor, British 
Columbia. The plant, which will extract gas liquids from the natural gas stream in the Corporation’s pipeline system, 
has an estimated capital cost of $63,100,000 and is scheduled to commence operations in November 1985. 
Petro-Canada Inc. and the Corporation will contribute equally to the costs of the extraction plant and will each have a 
50% interest in both the plant and the gas liquids to be produced by the plant. The Corporation believes that the terms 


of the joint venture are no less favourable to the Corporation than those which could have been arranged for a similar 
joint venture with unrelated third parties. 


ARTICLES OF AMENDMENT 


_ The shareholders are being requested to pass two special resolutions authorizing the Corporation to amend its 
Articles. Each special resolution is required to be passed by at least two-thirds of the votes cast at the meeting. The 
amendments to the Articles will not become effective until Articles of Amendment have been delivered to the 


Director under the Canada Business Corporations Act (the ‘‘Act’’) and Certificates of Amendment have been 
endorsed thereon in accordance with the Act. 


12 


On March 4, 1985, the Corporation gave notice to the holders of the $4.25 Cumulative Redeemable Preferred 
Shares Series A (the “Series A Shares’’) calling for the redemption of all the outstanding Series A Shares on April 
15, 1985, after which day no Series A Shares shall be deemed to be outstanding. 


The text of the special resolutions is set forth in Schedules ‘‘A’’ and ‘‘B”’ hereto. The following is a summary 
of the proposed amendments and the reasons for making them. 


A. Amendment relating to Section 170 of the Act. 


Section 170 of the Act permits a provision to be included in the Articles of a corporation which eliminates the 
need to have separate class or series votes in respect of amendments to the Articles of a corporation in circumstances 
where the corporation proposes to: 


(a) increase or decrease any maximum number of authorized shares of any class of shares having privileges 
equal or superior to shares of another class; 


(b) effect an exchange, reclassification or cancellation of all or any part of the shares of any class; or 


(c) create a new class of shares equal or superior to the shares of another class. 


It is proposed that the Articles of the Corporation be amended to incorporate this provision and that a special 
resolution be passed, the text of which appears as Schedule ‘‘A’’ hereto. This amendment is considered desirable to 
permit capital amendments to be made by the Corporation with relative ease and little expense. One effect of 
adoption of this proposed amendment to the Articles of the Corporation will be to eliminate the statutory right of 
holders of Common Shares to dissent pursuant to Section 184 of the Act with respect to the special resolution 
described in paragraph ‘*B’’ below. 


To be adopted, the special resolution is required to be approved by at least two-thirds of the votes cast at the 
meeting. Upon passage of the special resolution Articles of Amendment will be filed with the Director under the Act 
before the meeting will proceed with passage of the second special resolution. If the special resolution attached as 
Schedule ‘‘A’’ hereto is not approved by the required vote, the second special resolution attached as Schedule *‘B’”’ 
will not be proceeded with. 


THE BOARD OF DIRECTORS RECOMMENDS THAT SHAREHOLDERS VOTE ‘‘FOR’’ THIS SPECIAL 
RESOLUTION. 


B. Amendment relating to Alteration of Share Capital 
It is proposed to alter the capital of the Corporation as follows: 


(a) increase the maximum number of Common Shares which may be issued from 75 million to an unlimited 
number; 


(b) cancel the existing Preferred Shares, none of which will be outstanding after April 15, 1985; 
(c) create an unlimited number of First Preferred Shares; and 


(d) create an unlimited number of Second Preferred Shares. 


The Board of Directors believes that the Articles of the Corporation at the present time are unnecessarily 
restrictive with respect to the terms and conditions of the Preferred Shares and would not permit the Corporation in 
the present financial markets to raise additional equity capital on the best available terms through the issue of the 
existing Preferred Shares. In addition, the Corporation is not authorized to issue Second Preferred Shares and has a 
limited amount of both Preferred Shares and Common Shares which may be issued. The Board of Directors believes 
that adoption of this special resolution will provide the Corporation with greater flexibility in structuring future 
financings, in taking advantage of attractive acquisition opportunities and in achieving other general corporate 
purposes. While the Corporation currently has no arrangements, agreements or understandings with respect to the 
issuance of Common or Preferred Shares, it may, depending upon the state of capital markets, issue shares prior to 
the end of 1985. Shares could be issued in the future for any corporate purpose without further action by the holders 
of Common or Preferred Shares, except to the extent shareholder approval is required by law, regulatory authorities 
or the rules of any stock exchange on which said shares may then be listed. There are no preemptive rights available 
to holders of Common Shares in connection with the issuance of any Common or Preferred Shares. 
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While the Corporation has no current intention to issue shares for such purposes, unissued Common Shares or 
Preferred Shares could be used to impede a change in control of the Corporation in the event of any proposed merger, 
tender offer or other attempt to gain control of the Corporation which the Board of Directors does not approve. The 
issue of additional Common Shares or Preferred Shares from an unlimited number of such shares available for 
issuance, would generally not require shareholder approval and could have a possible dilutive effect on the 
outstanding Common Shares at the time of such an issue. 


The text of the special resolution altering the share capital of the Corporation is attached hereto as Schedule 
‘*B’’. The provisions attaching to the First Preferred Shares and Second Preferred Shares as a class are set out in 
detail in the special resolution and such provisions may be summarized as follows: 


Certain Provisions of the First and Second Preferred Shares as a Class 


1. Issuable in Series 


The First and Second Preferred Shares are issuable in series, each series consisting of such number of 
shares and having such provisions attached thereto as may be determined by the Board of Directors of the 
Corporation. Among such provisions to be determined by the Board of Directors for each series would be: 
(a) whether, and the extent to which, there would be voting rights; (b) the rate (which may be fixed or 
floating), the form, amount or method of calculation and payment of dividends, and whether such 
dividends would be cumulative; (c) whether the Corporation would have the right to redeem such shares, 
and the terms of any such redemption; (d) whether a sinking fund would be provided for the redemption of 
such shares; and (e) whether there would be any right to convert or exchange such shares into any other 
security of the Corporation. 


2. Priority 


The First Preferred Shares of each series rank on a parity with the First Preferred Shares of every other 
series, and prior to the Second Preferred Shares, the Common Shares and any other shares ranking junior 
to the First Preferred Shares, and the Second Preferred Shares of each series rank on a parity with the 
Second Preferred Shares of every other series and prior to the Common Shares and any other shares 
ranking junior to the Second Preferred Shares, with respect to the payment of dividends and the 
distributions of assets on a liquidation, dissolution or winding-up of the Corporation. 


3. Rights on Dividends or Liquidation 


If at the time for payment of any dividends on any class of Preferred Shares or on a liquidation, dissolution 
or winding-up of the Corporation or other distribution of the assets of the Corporation among its 
shareholders for the purpose of winding-up its affairs, the funds or assets of the Corporation are 
insufficient to pay in full the amount due on all of either class of Preferred Shares, then all series of that 
class will participate rateably in respect of all accrued and unpaid cumulative dividends, all declared and 
unpaid non-cumulative dividends and return of the amount paid up on the issue of the shares plus any 
premium as the case may be. 


4. Modification 


The provisions attaching to either class of Preferred Shares, as a class, may be changed pursuant to a 
reorganization or an arrangement under the Act or with the approval of the holders of at least two-thirds 
(2/3) of that class of Preferred Shares in writing or by two-thirds (2/3) of the votes cast at a meeting of such 
holders duly called and held for that purpose. If the change to the provisions attaching to that class of 
Preferred Shares affects the rights of the holders of any series of that class of Preferred Shares in a manner 
different from that in which the rights of the holders of any other series are affected, then any such change 
shall, in addition to being approved by the holders of that class of Preferred Shares as a class as set forth 
above, be approved by the holders of the series so affected, which approval may be given by the holders of 


such series in a manner similar to that with respect to the holders of the Preferred Shares as a class, as 
referred to above. 


This special resolution requires the affirmative vote of at least two-thirds of the votes cast at the meeting to be 
adopted. 


THE BOARD OF DIRECTORS RECOMMENDS THAT SHAREHOLDERS VOTE ‘‘FOR’’ THIS SPECIAL 
RESOLUTION. 
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AUDIT MATTERS 


Auditor 


Action is to be taken at the meeting with respect to the appointment of Clarkson Gordon, Chartered 
Accountants, Vancouver, British Columbia, as auditor for the Corporation for the ensuing year. Clarkson Gordon, 
first appointed in October, 1956, and acting since that time, does not, directly or indirectly, own any shares of, nor 
has it any financial interest, direct or indirect, in the Corporation or any of its subsidiaries, nor has it had any 
connection with the Corporation or any of its subsidiaries during the past two years other than as independent auditor 
and accountant for the Corporation. No officer, director or associate of the Corporation has any interest in Clarkson 
Gordon. 


Representatives of Clarkson Gordon have in the past been present at annual general meetings of the 
shareholders and are expected to be present at the annual general meeting on May 10, 1985. They will have the 
opportunity to make a statement if they desire to do so and will be available to respond to appropriate questions raised 
at the meeting. 


SHAREHOLDER PROPOSALS FOR 1986 ANNUAL MEETING 


Shareholder proposals to be considered at the 1986 annual meeting must be received by the Corporation by 
February 10, 1986 to be included in the proxy materials for such annual meeting. 


FINANCIAL INFORMATION 


Certain consolidated financial statements of the Corporation and its subsidiaries, together with management’s 
discussion and analysis, and supplementary financial and other information are set forth at pages 15 through 31 of 
the Corporation’s 1984 Annual Report to its shareholders, and are incorporated herein by reference. 


FORM 10-K 


The Corporation is prepared to provide without charge to owners of record of shares of the Corporation, 
upon written request, a copy of the Corporation’s annual report on form 10-K, including the financial 
statements and schedules thereto, filed with the Securities and Exchange Commission, Washington, D.C. 
Written requests should be directed to the Secretary of the Corporation, 1333 West Georgia Street, 
Vancouver, B.C. V6E 3K9. 


APPROVAL 


The contents and the sending of this Management Proxy Circular were approved by the directors of the 
Corporation on February 6, 1985. 


G.W. Lade 
March 28, 1985 Vice President and Secretary 


SCHEDULE ‘‘A”’ 
Whereas it is considered advisable to amend the Articles of the Corporation as hereinafter provided; 
Now therefore be it resolved as a special resolution that: 


The Articles of the Corporation be amended by adding the following under section 7 ‘‘Other provisions if 
any’’: 


‘‘The Articles of the Corporation may be amended by special resolution pursuant to Section 167 of the Canada 
Business Corporations Act (the ‘‘Act’’) to: 


(a) increase or decrease any maximum number of authorized shares of any class, or increase any maximum 
number of authorized shares of a class having rights or privileges equal or superior to the shares of another 
class; 


(b) effect an exchange, reclassification or cancellation of all or any part of the shares of any class; or 


(c) create a new class of shares equal or superior to the shares of another class; 


and no separate class or series vote shall be required under Section 170 of the Act in respect to the amendment 
except that the holders of any class of preferred shares shall be entitled to vote separately as a class or series on 
such amendment to the extent provided in the Act and in the Articles’’; 


Any officer of the Corporation is hereby authorized and directed on behalf of the Corporation to execute and 
deliver to the Director under the Canada Business Corporations Act, Articles of Amendment and to execute and 
deliver all such other documents and do all such acts and things as may be necessary or desirable to give effect 
to the foregoing; and 


Notwithstanding that this resolution has been duly passed by the shareholders of the Corporation to become a 
special resolution, the directors may revoke such special resolution without further approval of the shareholders 
at any time prior to the endorsement by the Director of a Certificate of Amendment in respect of the amendment 
authorized hereby. 


SCHEDULE ‘‘B’’ 


Whereas the authorized capital of the Corporation consists of 75 million Common Shares and 5 million 
Preferred Shares issuable in series of which 800,000 Preferred Shares were designated $4.25 cumulative redeemable 
Preferred Shares Series A of which none are issued and outstanding; 


And whereas it is considered advisable to amend the Articles of the Corporation as hereinafter provided; 


Now therefore be it resolved as a special resolution that: 


1. The Articles of the Corporation be amended by: 


(a) 


(b) 


(c) 
(d) 


(e) 


changing the maximum number of Common Shares of the Corporation which may be issued from 75 
million to an unlimited number of Common Shares; 


cancelling the Preferred Shares and the $4.25 Cumulative Redeemable Preferred Shares Series A in the 
authorized capital of the Corporation; 


creating a class of an unlimited number of First Preferred Shares, issuable in series from time to time; 


creating a class of an unlimited number of Second Preferred Shares, issuable in series from time to time; 
and 


providing that the rights, privileges, restrictions and conditions attaching to the shares shall be as follows: 


SHARES OF THE CORPORATION 
FIRST PREFERRED SHARES AS A CLASS 


The First Preferred Shares shall as a class carry and be subject to the following rights, privileges, 
restrictions and conditions: 


1.1 The First Preferred Shares may at any time and from time to time be issued in one or more series, each 
series to consist of such number of shares as may, before the issue thereof, be fixed by resolution of 
the Board of Directors of the Corporation. 


1.2 The Board of Directors of the Corporation shall, subject as hereinafter provided and subject to the 
provisions of the Canada Business Corporations Act, determine, by resolution duly passed before the 
issue of the First Preferred Shares of each series, the designation, rights, privileges, restrictions and 
conditions to be attached to the First Preferred Shares of such series, including, but without in any 
way limiting or restricting the generality of the foregoing the rate (which may be fixed or floating), 
amount or form of dividends (whether cumulative or non-cumulative) or the method of calculating 
dividends, the dates of payment thereof, the right to convert into any security of the Corporation, the 
redemption, conversion and/or purchase terms and prices, any sinking or purchase fund require- 
ments and voting rights, the whole subject to the issue of a Certificate of Amendment setting forth the 
designation, rights, privileges, restrictions and conditions to be attached to the First Preferred Shares 
of such series. 


1.3 The First Preferred Shares shall, with respect to the payment of dividends and the distribution of 
assets in the event of liquidation, dissolution or winding-up of the Corporation, whether voluntary or 
involuntary, or any other distribution of the assets of the Corporation among its shareholders for the 
purpose of winding-up its affairs, be entitled to preference over the Second Preferred Shares, 
Common Shares and over any other shares ranking junior to the First Preferred Shares. The First 
Preferred Shares of any series may also be given such preference not inconsistent with the Articles 
over the Second Preferred Shares, Common Shares and any other shares ranking junior to the First 
Preferred Shares. 


1.4 The First Preferred Shares of each series shall rank on a parity with the First Preferred Shares of every 


other series with respect to the payment of dividends and distribution of assets in the event of the 
liquidation, dissolution or winding-up of the Corporation, whether voluntary or involuntary, pro- 
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vided, however, that in case any dividend or assets are insufficient to pay in full the amount due on all 
the First Preferred Shares, then such dividend or assets shall be applied rateably to the First Preferred 
Shares of all series in the payment of accrued and unpaid cumulative dividends, declared and unpaid 
non-cumulative dividends, and return of the amount paid up on the issue of the shares plus any 
premium thereon. 


The provisions of paragraphs 1.1 to 1.4, inclusive, and of this paragraph 1.5 may be deleted, varied, 
modified, amended or amplified in whole or in part by a Certificate of Amendment, but only with the 
prior approval of the holders of the First Preferred Shares given as hereinafter specified in addition to 
any other approval required by the Canada Business Corporations Act. 


The approval of the holders of the First Preferred Shares with respect to any and all matters 
hereinbefore referred to may be given in writing by the holders of not less than two-thirds (2/3) of the 
First Preferred Shares for the time being outstanding or by resolution duly passed by not less than 
two-thirds (2/3) of the votes cast on a poll at a meeting of the holders of the First Preferred Shares duly 
called and held for the purpose of considering the subject matter of such resolution and at which 
meeting the holders of not less than twenty-five per cent (25%) of the outstanding First Preferred 
Shares are present in person or represented by proxy in accordance with the by-laws of the 
Corporation; provided, however, that, if at any such meeting, when originally held, the holders of at 
least twenty-five per cent (25%) of the outstanding First Preferred Shares are not present in person or 
so represented by proxy within thirty (30) minutes after the time fixed for the meeting, then the 
meeting shall be adjourned to such date, being not less than seven (7) days later, and to such time and 
place as may be fixed by the chairman of such meeting and, at such adjourned meeting, the holders of 
First Preferred Shares present in person or so represented by proxy, whether or not they hold more or 
less than twenty-five per cent (25%) of all First Preferred Shares then outstanding, may transact the 
business for which the meeting was originally called, and a resolution duly passed and carried thereat 
by not less than two-thirds (2/3) of the votes cast on a poll at such adjourned meeting shall constitute 
the approval of the holders of the First Preferred Shares hereinbefore mentioned. The formalities to 
be observed with respect to the giving of notice of any such original meeting or adjourned meeting 
and the conduct thereof shall be those from time to time prescribed in the by-laws of the Corporation 
with respect to meetings of shareholders or in the Canada Business Corporations Act. 


If the deletion, variation, modification, amendment or amplification of the provisions hereinbefore 
contained especially affects the rights of the holders of First Preferred Shares of any series, in a 
manner different from that in or to which the rights of the holders of First Preferred Shares of any 
other series are affected, then such deletion, variation, modification, amendment or amplification 
shall, in addition to being approved by the holders of the First Preferred Shares as hereinabove set 
forth, be approved by the holders of the First Preferred Shares of such series so especially affected, 
which approval may be given in writing by the holders of not less than two-thirds (2/3) of the First 
Preferred Shares of such series or by resolution passed by not less than two-thirds (2/3) of the votes 
cast on a poll at the meeting of the holders of the First Preferred Shares of such series, and the 
provisions of this paragraph 1.5 shall apply, mutatis mutandis, with respect to the holding of such 
meeting. 


At any meeting of the holders of First Preferred Shares, as a class or as a series, each holder of First 
Preferred Shares shall be entitled to one (1) vote in respect of each First Preferred Share held by him. 


SECOND PREFERRED SHARES AS A CLASS 


The Second Preferred Shares shall as a class carry and be subject to the following rights, privileges, 
restrictions and conditions: 


2c 


Lee, 


The Second Preferred Shares may at any time and from time to time be issued in one or more series, 
each series to consist of such number of shares as may, before the issue thereof, be fixed by resolution 
of the Board of Directors of the Corporation. 


The Board of Directors of the Corporation shall, subject as hereinafter provided and subject to the 
provisions of the Canada Business Corporations Act, determine, by resolution duly passed before the 
issue of the Second Preferred Shares of each series, the designation, rights, privileges, restrictions 
and conditions to be attached to the Second Preferred Shares of such series, including, but without in 
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any way limiting or restricting the generality of the foregoing the rate (which may be fixed or 
floating), amount or form of dividends (whether cumulative or non-cumulative) or the method of 
calculating dividends, the dates of payment thereof, the right to convert into any security of the 
Corporation, the redemption, conversion and/or purchase terms and prices, any sinking or purchase 
fund requirements and any voting rights, the whole subject to the issue of a Certificate of Amendment 
setting forth the designation, rights, privileges, restrictions and conditions to be attached to the 
Second Preferred Shares of such series. 


The rights, privileges, restrictions and conditions attaching to the Second Preferred Shares shall be 
subject and subordinate to those attaching to the First Preferred Shares. 


The Second Preferred Shares shall, with respect to the payment of dividends and the distribution of 
assets in the event of liquidation, dissolution or winding-up of the Corporation, whether voluntary of 
involuntary, or any other distribution of the assets of the Corporation among its shareholders for the 
purpose of winding-up its affairs, be entitled to preference over the Common Shares and over any 
other shares ranking junior to the Second Preferred Shares. The Second Preferred Shares of any series 
may also be given such preference not inconsistent with the Articles over the Common Shares and 
any other shares ranking junior to the Second Preferred Shares. 


The Second Preferred Shares of each series shall rank on a parity with the Second Preferred Shares of 
every other series with respect to the payment of dividends and distribution of assets in the event of 
the liquidation, dissolution or winding-up of the Corporation, whether voluntary or involuntary, 
provided, however, that in case any dividend or assets are insufficient to pay in full the amount due on 
all the Second Preferred Shares, then such dividend or assets shall be applied rateably to the Second 
Preferred Shares of all series in the payment of accrued and unpaid cumulative dividends, declared 
and unpaid non-cumulative dividends, and return of the amount paid up on the issue of the shares plus 
any premium thereon. 


The provisions of paragraphs 2.1 to 2.5, inclusive, and of this paragraph 2.6 may be deleted, varied, 
modified, amended or amplified in whole or in part by a Certificate of Amendment, but only with the 
prior approval of the holders of the Second Preferred Shares given as hereinafter specified in addition 
to any other approval required by the Canada Business Corporations Act. 


The approval of the holders of the Second Preferred Shares with respect to any and all matters 
hereinbefore referred to may be given in writing by the holders of not less than two-thirds (2/3) of the 
Second Preferred Shares for the time being outstanding or by resolution duly passed by not less than 
two-thirds (2/3) of the votes cast on a poll at a meeting of the holders of the Second Preferred Shares 
duly called and held for the purpose of considering the subject matter of such resolution and at which 
meeting the holders of not less than twenty-five per cent (25%) of the outstanding Second Preferred 
Shares are present in person or represented by proxy in accordance with the by-laws of the 
Corporation; provided, however, that, if at any such meeting, when originally held, the holders of at 
least twenty-five per cent (25%) of the outstanding Second Preferred Shares are not present in person 
or so represented by proxy within thirty (30) minutes after the time fixed for the meeting, then the 
meeting shall be adjourned to such date, being not less than seven (7) days later, and to such time and 
place as may be fixed by the chairman of such meeting and, at such adjourned meeting, the holders of 
Second Preferred Shares present in person or so represented by proxy, whether or not they hold more 
or less than twenty-five per cent (25%) of all Second Preferred Shares then outstanding, may transact 
the business for which the meeting was originally called, and a resolution duly passed and carried 
thereat by not less than two-thirds (2/3) of the votes cast on a poll at such adjourned meeting shall 
constitute the approval of the holders of the Second Preferred Shares hereinbefore mentioned. The 
formalities to be observed with respect to the giving of notice of any such original meeting and the 
conduct of such meeting and of the adjourned meeting shall be those from time to time prescribed in 
the by-laws of the Corporation with respect to meetings of shareholders or in the Canada Business 


Corporations Act. 


If the deletion, variation, modification, amendment or amplification of the provisions hereinbefore 
contained especially affects the rights of the holders of Second Preferred Shares of any series, in a 
manner different from that in or to which the rights of the holders of Second Preferred Shares of any 
other series are affected, then such deletion, variation, modification, amendment or amplification 
shall, in addition to being approved by the holders of the Second Preferred Shares as hereinabove set 
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forth, be approved by the holders of the Second Preferred Shares of such series so especially affected, 
which approval may be given in writing by the holders of not less than two-thirds (2/3) of the Second 
Preferred Shares of such series or by resolution passed by not less than two-thirds (2/3) of the votes 
cast on a poll at the meeting of the holders of the Second Preferred Shares of such series, and the 
provisions of this paragraph 2.6 shall apply, mutatis mutandis, with respect to the holding of such 
meeting. 


At any meeting of the holders of Second Preferred Shares, as a class or as a series, each holder of 
Second Preferred Shares shall be entitled to one (1) vote in respect of each Second Preferred Share 
held by him. 


COMMON SHARES 


The Common Shares shall entitle the holders thereof to one (1) vote at all meetings of shareholders, except 
meetings at which only holders of another specified class of shares are entitled to vote, and shall, subject to 
the rights, privileges, restrictions and conditions attaching to the First Preferred Shares and the Second 
Preferred Shares whether as a class or as a series, and to any other class or series of shares of the 
Corporation which rank prior to the Common Shares, entitle the holders thereof to receive the remaining 
property of the Corporation upon a dissolution. 


Any officer of the Corporation is hereby authorized and directed on behalf of the Corporation to execute and 
deliver to the Director under the Canada Business Corporations Act, Articles of Amendment and to execute and 
deliver all such other documents and do all such acts and things as may be necessary or desirable to give effect 
to the foregoing; and 


Notwithstanding that this resolution has been duly passed by the shareholders of the Corporation to become a 
special resolution, the directors may revoke such special resolution without further approval of the shareholders 
at any time prior to the endorsement by the Director of a Certificate of Amendment in respect of the amendment 
authorized hereby. 


This short form prospectus constitutes a public offering of these securities only in those jurisdictions where they may be lawfully offered for sale. 
No securities commission or similar authority in Canada has in any way passed upon the merits of the securities offered hereunder and any 
representation to the contrary is an offence. Information has been incorporated by reference in this short form prospectus from documents filed 
with securities commissions or similar authorities in Canada (the permanent information record in Quebec). C opies of the documents 
incorporated herein by reference may be obtained on request without charge from the Secretary, Westcoast Transmission C ompany Limited, 
1333 West Georgia Street, Vancouver, British Columbia, V6E 3K9 (telephone (604) 664-5513). 


New Issue 


| 


Westcoast Transmission Company Limited 


$75,000,000 
(3,000,000 shares) 


84% Cumulative Redeemable Convertible Second Preferred Shares, Series A 


The Convertible Preferred Shares will be entitled to fixed cumulative preferential cash dividends at a rate of 
$2.0625 per share per annum payable quarterly on the 15th day of March, June, September and December, with the 
first dividend accruing from the date of issue and payable on September 15, 1985. The Convertible Preferred Shares 
will not be redeemable prior to June 25, 1988 and will be redeemable thereafter at the option of the Company under 
certain circumstances. The provisions to be attached to the Convertible Preferred Shares are summarized under 
“Details of the Offering’’. 
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Conversion Privilege 

The Convertible Preferred Shares will be convertible at the option of the holder at any time prior to the 
close of business on June 26, 1995 or, in the case of Convertible Preferred Shares called for redemption, the 
close of business on the business day prior to the date fixed for redemption, into Common Shares of the 
Company at a conversion price of $19.40 per Common Share (approximately 1.2887 Common Shares of the 
Company for each Convertible Preferred Share), subject to adjustment in certain events. The closing price of 
the Common Shares of the Company on The Toronto Stock Exchange on June 5, 1985 was $17%. +) 


The Toronto Stock Exchange, the Montreal Exchange and the Vancouver Stock Exchange have conditionally 
approved the listing of the Convertible Preferred Shares and the Common Shares into which the Convertible 
Preferred Shares are convertible. Listing is subject to the Company fulfilling all of the requirements of the exchanges 
on or before September 3, 1985, including distribution of the Convertible Preferred Shares to a minimum number of 
public shareholders. 


In the opinion of counsel, the Convertible Preferred Shares will be investments which qualify for 
investment under certain statutes as set out under **Eligibility for Investment’’. 


Price: $25.00 per share 


We, as principals, conditionally offer the Convertible Preferred Shares, subject to prior sale, if, as and when 
issued by the Company and accepted by us in accordance with the conditions contained in the underwriting 
agreement referred to under ‘‘Plan of Distribution’’ and subject to the approval of certain legal matters as set forth 
under “‘Legal Matters’’. 


Price to Gross proceeds Underwriters’ Net proceeds 

public to Company fee to Company (1) 
Dengan pistes causiatte eyd toa. oot $25.00 $25.00 $0.7875 $24.2125 
LOCALS oat se otra hye Yate oo nats eanments ies $75,000,000 $75,000,000 $2,362,500 $72,637,500 


(1) Before deducting expenses of issue estimated at $175,000. These expenses, together with the Underwriters’ fee, will be paid out of the 
general corporate funds of the Company. 
Subscriptions will be received subject to rejection or allotment in whole or in part and the right is reserved to 
close the subscription books at any time without notice. It is expected that definitive share certificates for the 
Convertible Preferred Shares will be available for delivery on or about June 25, 1985. 


N & LEFEVER LTD. 
eer bi ear WEST PENDER STREET, 
VANCOUVER, B.C. V6C 1C1 


June 6, 1985 
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In this short form prospectus, 10°m? means one million cubic metres, 10°m? means one thousand cubic metres, 
Bcf means one billion cubic feet and MMcf means one million cubic feet. 


DOCUMENTS INCORPORATED BY REFERENCE 


The following documents, which have been filed with the various securities commissions or similar 
authorities in the provinces of Canada, are specifically incorporated by reference and form an integral part of 
this short form prospectus: 


(a) the annual information form of the Company dated April 24, 1985; 


(b) the consolidated financial statements of the Company for the year ended December 31, 1984, 
together with the report of the auditors thereon; 


(c) the unaudited consolidated financial statements of the Company for the three months ended March 
31, 1985; 

(d) the management proxy circular dated March 28, 1985 in connection with the annual meeting of 
shareholders of the Company held on May 10, 1985; and 


(e) material change report dated May 15, 1985 relating to the acquisition of Texas Pacific Oil Canada 
Ltd. as described under ‘‘Diversification and Acquisition’’. 


Material change reports (excluding confidential reports), interim financial statements and information 
circulars all as filed by the Company with the various securities commissions or any similar authorities in the 
provinces of Canada after the date of this short form prospectus and prior to the termination of the offering 
made hereby shall be deemed to be incorporated by reference into this short form prospectus. 


ELIGIBILITY FOR INVESTMENT 


In the opinion of Farris, Vaughan, Wills & Murphy and Lawson, Lundell, Lawson & McIntosh, the 
Convertible Preferred Shares at the date of original delivery will be eligible investments, without resort to the 


so-called ‘‘basket’’ provisions, but subject only to general investment conditions or restrictions applying to certain 
purchasers: 


(1) for insurance companies registered under the Canadian and British Insurance Companies Act (Canada) 
and the Foreign Insurance Companies Act (Canada) and insurance companies licensed under the Insurance 
Act (Ontario); 


(ii) for loan companies regulated under the Loan Companies Act (Canada), trust companies regulated under 
the Trust Companies Act (Canada) and loan corporations and trust companies registered under the Loan 
and Trust Corporations Act (Ontario); 


(iii) for pension funds registered under the Pension Benefits Standards Act (Canada) and the Pension Benefits 
Act (Ontario); and 


(iv) for trustees whose investment powers are governed by the Trustee Act (Ontario). 


Ai the opinion of such counsel the Convertible Preferred Shares at the date of original delivery will also be 
eligible investments for registered retirement savings plans under the Income Tax Act (Canada), and the provisions 
of an Act respecting insurance (Quebec) would not preclude the investment by an insurance company in the 
Convertible Preferred Shares, subject to the general investment provisions of that Act. 


THE COMPANY 


Westcoast Transmission Company Limited (the ‘‘Company’’, which term includes its subsidiaries unless the 
context otherwise indicates) has its head and executive offices at 1333 West Georgia Street, Vancouver, British 
Columbia. 


The Company is primarily engaged in purchasing, gathering, processing, transmitting and selling natural gas 
through its pipeline system extending from points in the Yukon and Northwest Territories and the Province of 
Alberta through the Province of British Columbia to a point on the United States border near Huntingdon, British 
Columbia. The Company is also engaged, through subsidiaries, in the exploration for and the development and 
production of natural gas and oil, primarily in western Canada, and in the direct distribution of natural gas to 
consumers in west-central British Columbia. In addition, the Company is a co-sponsor of the Alaska Highway 
Natural Gas Pipeline. 


SELECTED CONSOLIDATED FINANCIAL INFORMATION 


For the three months 


For the years ended December 31 ended March 31 
1980 «1981. 1982s 198319844 1984 1985 
(dollars in millions except per share amounts) 
IRE VCDIUC SIM en eta e(Gaclt, CU a) eee Aenea, CISD SRST Ome les 1 ONS 27 BEG 14S et G98 nGeeS 92 
Net income including 
CxUaOrdinar ye ltem a eee eee ae 49 65 70 48 60 16 16 
Pere omimons Shares meee a eee 1229) 159 1265 110 1.4] 36 38 
Per Common Share 
COUUL ESF UNICEL) MAe we eibeteds we em fies he2t 1253 1.65 tei 1.4] 36 38 
Net income before 
EXUraORinak yy iti weya tener ey eran 49 65 70 65 60 16 16 
PEC OLIGO M EO DANS Pike ey ney etaeh ads Ane 1.29 1.09 1.65 ey? 1.4] 36 do 
Per Common Share 
(hullivedi Ittcd)) aera se re ate eg ee ae eal le53 1.65 152 1.4] 36 38 
SOAR ASSel Siapepnatne eon Oe aa a Oke es eee S0GR ME SOT eel 08s e719 89 S27) kG isa wane 
BON LErInr CED tan ee une ta. Caen at 526 596 702 32: 708 735 701 
DSharenOlderseeQUilys mina evr. Oo res 414 483 07 509 520 514 493 
ebividends Pel shale. see een et aed .80 Pe 1.04 1.04 1.04 .26 .26 


RECENT DEVELOPMENTS 
Diversification and Acquisition 


On May 7, 1985 the Company, through its wholly-owned subsidiary Westcoast Petroleum Ltd., completed the 
purchase from The Seagram Company Ltd. of all of the outstanding capital stock of Texas Pacific Oil Canada Ltd. 
(‘‘Texas Pacific’’) at a cost of $109.7 million, exclusive of working capital, work in progress and other closing 
adjustments. The acquisition of related Canadian oil and gas properties held by the Canadian branches of Texas 
Pacific Oil Company, Inc. and Texas Pacific Oil Company (U.K.) Inc. will be completed in August, 1985. The total 
acquisition cost of Texas Pacific and the related properties will amount to $121.5 million, exclusive of working 
capital, work in progress and other closing adjustments. 


As a result of the acquisition of Texas Pacific and the related properties, the Company will have increased its 
working interest before royalties in proven and probable reserves of oil, including hydrocarbon liquids, by 2 066 
10°m? (13.0 million barrels) and 1 192 10°m? (7.5 million barrels) respectively and in proven and probable reserves of 
gas by 1 982 10°m? (70 Bcf) and 340 10°m? (12 Bcf) respectively. The Company will also have acquired 68 799 
hectares (170,000 acres) of net exploratory land and 16 188 hectares (40,000 acres) of net developed land. Of the 
total 84 987 hectares (210,000 acres) of net exploratory and developed lands acquired, 81 749 hectares (202,000 
acres) are in Alberta. The acquisition more than doubles the Company’s proven and probable oil reserves and 
increases its proven and probable gas reserves by approximately 18%. 


The records of Texas Pacific indicate the operating cash flow for Texas Pacific and related properties in 1984 
was approximately $20 million. 


Nitrogen-Fertilizer Complex 


The Company is a 334% partner in a consortium which proposes to construct a nitrogen-fertilizer complex in 
British Columbia. On April 26, 1985, the Government of British Columbia announced a change in its industrial 
project siting policy which would permit projects such as the nitrogen-fertilizer complex to be located anywhere in 
British Columbia, provided all applicable environmental regulations are met. As a result of that policy change, the 
consortium is applying for the provincial and federal regulatory authorizations necessary to proceed with construc- 
tion of the complex at a site in the lower mainland area of British Columbia. It is anticipated that the required 
regulatory reviews will be completed prior to the end of 1985 and that, if the project is approved, construction of the 
complex would begin in the spring of 1986, with completion in the fall of 1988. The complex is expected to cost 
approximately $600 million, and will have a daily production capacity of approximately | 650 tonnes of ammonia 
and | 650 tonnes of urea. 


LNG Exports 


On May 15, 1985 the sponsorship of the project to export liquefied natural gas (“‘LNG’’) to certain Japanese 
utility companies was reconstituted, with Petro-Canada Inc., Mobil Oil Canada, Ltd., NIC Resources Inc., Suncor 
Inc. and the Company assuming responsibility for the project. The new sponsors are continuing negotiations with the 
Japanese utility companies to finalize LNG prices and certain other matters. Successful completion of those 
negotiations and certain further approvals from the National Energy Board are required before the project can 
proceed. The Company has a 15% interest in the consortium sponsoring the project. 


NEB Decision on Method of Regulation 


On May 21, 1985 the National Energy Board (the “‘NEB’’) announced its decision regarding the method of 
regulating the tolls of the Company. The NEB determined that, effective January 1, 1986, the Company should 
change from the present variable cost of service method of regulation to a fixed toll method of regulation based on a 
forward test year. Under the variable cost of service method, the Company’s tolls have been adjusted monthly to 
reflect changes in its incurred cost of service. In general, the fixed toll method of regulation provides for tolls to be in 
effect until changed and to be based on actual results of past operations and forecasts of future costs and throughputs. 
Under the fixed toll method of regulation, the Company’s net income may be affected by differences between the 
cost of service actually incurred by the Company and the forecast cost of service included in the fixed tolls charged 
by the Company. 


In its decision, the NEB directed the Company to submit a toll application to the NEB reflecting certain 
elements of the decision, and to file a revised depreciation study as part of the toll application. The toll application 
will be the subject of a further public hearing. 


Natural Gas Exports 


On May 31, 1985 the Company announced that it is supporting a proposal by Kern River Gas Transmission 
Company (‘*Kern River’’) to supply natural gas to the enhanced oil recovery market in California. The Company has 
agreed to commit up to 9 914 10°m? (350 MMcf) of gas per day to supply that market, if required regulatory 
approvals are obtained for the construction by Kern River of a new pipeline in the United States necessary to deliver 
the gas. There are competing proposals to supply natural gas to the enhanced oil recovery market. Additional United 
States and Canadian regulatory approvals and negotiation of agreements for the sale of gas will be required before 
exports may proceed. 


CHANGES IN CAPITAL STRUCTURE 


In July 1984, the Company invited tenders from the holders of its $4.25 Cumulative Redeemable Preferred 
Shares, Series A (the ‘‘Series A Preferred Shares’’) in accordance with the compulsory purchase provisions thereof. 
The Company was required to purchase all Series A Preferred Shares tendered prior to February 15, 1985. As of 
February 15, 1985, the Company had purchased approximately 92% of the outstanding Series A Preferred Shares at 
an aggregate cost (excluding accrued dividends) of approximately $34,144,000. On April 15, 1985, the Company 


redeemed the remaining outstanding Series A Preferred Shares at a cost (excluding accrued dividends) of approx- 
imately $2,850,000. 


On April 23, 1985 the Company issued $75,000,000 aggregate principal amount of 122% Debentures, 1995 
Series (the “1995 Debentures’’) for net proceeds of approximately $73,887,500. 
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On May 10, 1985, a special resolution altering the share capital of the Company was approved at the annual 
meeting of shareholders. The share capital was altered to: (i) increase the number of Common Shares which may be 
issued by the Company from 75 million to an unlimited number; (ii) cancel the existing Preferred Shares, none of 
which were outstanding following the redemption of the Series A Preferred Shares described above; (iii) create an 
unlimited number of First Preferred Shares; and (iv) create an unlimited number of Second Preferred Shares. 


USE OF PROCEEDS 


The estimated net proceeds of $72,462,500 to be received by the Company from the sale of the 84% 
Cumulative Redeemable Convertible Second Preferred Shares, Series A (the ‘‘Convertible Preferred Shares’’) will 
be used to reduce short-term borrowings which were incurred to finance the acquisition of Texas Pacific as described 
under ‘‘Diversification and Acquisition’’. 


PLAN OF DISTRIBUTION 


Under an agreement dated May 29, 1985 the Company has agreed to sell and McLeod Young Weir Limited and 
Dominion Securities Pitfield Limited (the *‘Underwriters’’) have severally agreed to purchase as principals, subject 
to the terms and conditions stated therein, on June 25, 1985 or such date as may be agreed upon but in any event not 
later than July 10, 1985, the 3,000,000 Convertible Preferred Shares offered hereby at an aggregate price of 
$75,000,000 payable in cash to the Company against delivery of such Convertible Preferred Shares. The agreement 
provides for the payment to the Underwriters of a fee of $2,362,500 payable out of the general corporate funds of the 
Company for various services relating to the issue and sale of the Convertible Preferred Shares. The obligations of 
the Underwriters to take up the Convertible Preferred Shares are several but not joint and may be terminated at their 
respective options upon the occurrence of certain stated events. The Underwriters are, however, obligated to take up 
and pay for all of the Convertible Preferred Shares if any Convertible Preferred Shares are purchased under such 
agreement. 


In connection with this offering, the Underwriters may over-allot or effect transactions which stabilize or 
maintain the market price of either or both of the Convertible Preferred Shares and the Common Shares at a level 
above that which might otherwise prevail in the open market. Such transactions, if commenced, may be discon- 
tinued at any time. 


PRO FORMA FINANCIAL RATIOS 
Dividend Coverage 


After giving effect to this issue and the redemption of the Series A Preferred Shares, the aggregate annual 
dividend requirements of all preferred shares of the Company outstanding as at March 31, 1985 would have amounted 
to approximately $6,187,500. The consolidated net income of the Company for the twelve months ended March 31, 
1985 was $60,583,000 or approximately 9.8 times such annual dividend requirements. 


After giving effect to this issue, the redemption of the Series A Preferred Shares and the issue of the 1995 
Debentures, the maximum annual interest requirements on the consolidated long term debt of the Company 
outstanding as at March 31, 1985, together with the aggregate annual dividend requirements on all preferred shares 
outstanding as at March 31, 1985 (grossed-up to a pre-tax equivalent basis), would have amounted to $104,809 ,000. 
Consolidated income of the Company available for payment of interest on consolidated long term debt, calculated 
before interest on consolidated long term debt and income taxes and after minority interests, amounted to 
$205 ,873,000 for the twelve months ended March 31, 1985. This amount is approximately 2.0 times the aggregate of 
such annual interest requirements and annual dividend requirements. 


Asset Coverage 


The consolidated net tangible assets of the Company, after giving effect to this issue, the redemption of the 
Series A Preferred Shares and the issue of the 1995 Debentures, were as follows at March 31, 1985: 
(in thousands) 
Plant; property and equipment vat CoStar cy nee $2,026,696 
Less — Accumulated depreciation and depletiongeee see 630,861 $1,395,835 


Current assets e055 Sic cokes ite cts ies eee ae a a 189,788 
Less — Current liabilities (excluding long term debt 
due. within: One, Year) \ ecient  eeeee 261,358 C1125 10) 
Add:-— Net proceeds of thes1995, Debentures Beane see ee 73,888 
Estimated net proceeds of the Convertible Preferred Shares ..... 72,463 
Consolidated net tangible assets before deduction 
of long *term.debt and) deferred incomentaxesmee ere eee 1,470,616 
Less — Long term debt (including the 1995 Debentures) .............. 799,761 


Consolidated net tangible assets before deduction 
of deferred income taxeses*- 5 ae ee tee reece eee 670,855 


Leéss'== Deferred income taxese em 20 eee eee eee eee 251,248 
Consolidated net tangible assets after deduction 
of deferred income taxes 


REET Ns em eRe NS ee he Seer ee en Re $ 419,607 


The consolidated net tangible assets of the Company before and after deduction of deferred income taxes are 
equivalent to 8.9 times and 5.6 times, respectively, the aggregate issue price of all preferred shares to be outstanding 
after giving effect to this issue. 


The consolidated net tangible assets of the Company before and after deduction of deferred income taxes and 
before deduction of long term debt are equivalent to 1.7 times and 1.4 times, respectively, the sum of the principal 
amount of such long term debt (including the 1995 Debentures) and the aggregate issue price of all preferred shares to 
be outstanding after giving effect to this issue. 


SHARE CAPITAL OF THE COMPANY 


The authorized and issued share capital of the Company consists of an unlimited number of Common Shares of 
which 40,743,098 were outstanding on May 10, 1985, an unlimited number of First Preferred Shares of which none 


are outstanding, and an unlimited number of Second Preferred Shares of which the Convertible Preferred Shares will 
be the first series. 


Common Shares 


The Common Shares of the Company entitle the holders thereof to one vote for each Common Share held at all 
meetings of shareholders of the Company, except meetings at which only holders of another specified class of shares 
are entitled to vote and, subject to the rights, privileges, restrictions and conditions attaching to the First Preferred 
Shares and the Second Preferred Shares whether as a class or a series, and to any other class or series of shares of the 


Company which rank prior to the Common Shares, entitle the holders thereof to receive the remaining property of the 
Company upon a dissolution. 


First Preferred Shares 


The First Preferred Shares are issuable in series with such dividend rates, redemption and conversion features 
and other attributes as may be determined by the directors. First Preferred Shares of all series have preference over 
the Common Shares, the Second Preferred Shares and any other shares ranking junior to the First Preferred Shares 


with respect to priority in payment of dividends and distribution of the assets of the Company on liquidation, 
dissolution or winding-up. 


Second Preferred Shares 


The Second Preferred Shares are issuable in series with such dividend rates, redemption and conversion features 
and other attributes as may be determined by the directors. The Second Preferred Shares are junior to the First 
Preferred Shares but are entitled to preference over the Common Shares and any other shares ranking junior to the 
Second Preferred Shares with respect to the payment of dividends and the distribution of the assets of the Company 
on liquidation, dissolution or winding-up. 


DETAILS OF THE OFFERING 


The following is a summary of the provisions attached to the Convertible Preferred Shares offered hereby. 


Provisions of the Second Preferred Shares as a Class 
Issuable in Series 


An unlimited number of Second Preferred Shares may be issued from time to time in one or more series. The 
board of directors of the Company has the authority to fix the number of shares in each series and to determine the 
designation, rights, privileges, restrictions and conditions attaching to the shares of each series prior to the issue of 
the shares of the series. Each series of the Second Preferred Shares will participate rateably with every other series of 
Second Preferred Shares with respect to the payment of dividends and distribution of assets on the liquidation, 
dissolution or winding-up of the Company. 


Priority 


The Second Preferred Shares rank junior to the First Preferred Shares and senior to the Common Shares and any 
other shares of the Company which by their terms rank junior to the Second Preferred Shares, with respect to priority 
in the payment of dividends and the distribution of assets in the event of the liquidation, dissolution or winding-up of 
the Company. 


Voting Rights 


Except as otherwise specifically provided by law and except as may be otherwise provided in the provisions 
attaching to any series of the Second Preferred Shares, the holders of Second Preferred Shares are not entitled to 
receive notice of or to attend or to vote at any meeting of shareholders. In any instance where the holders of Second 
Preferred Shares are entitled to vote, each such holder shall have one vote for each Second Preferred Share held. 


Modification 


Except as otherwise specifically provided by law, the class provisions attaching to the Second Preferred Shares 
may be amended with the approval of two-thirds of the holders thereof given in writing or by the affirmative vote of 
at least two-thirds of the votes cast at a meeting or adjourned meeting of the holders of such shares duly called for the 


purpose. 


Provisions of the Convertible Preferred Shares as a Series 
Dividends 


The holders of Convertible Preferred Shares will be entitled to receive fixed cumulative preferential cash 
dividends as and when declared by the board of directors at the rate of $2.0625 per share per annum payable by 
quarterly instalments of $0.515625 each on the 15th day of March, June, September and December. Dividends shall 
accrue from the date of issue and, assuming an issue date of June 25, 1985 and declaration by the directors, an initial 
dividend of $0.459118 per share will be paid on September 15, 1985. 


Conversion Privilege 


The registered holder of a Convertible Preferred Share shall have the right, at his option at any time or from time 
to time prior to the close of business on June 26, 1995, to convert such Convertible Preferred Share into fully paid and 
non-assessable Common Shares of the Company at a conversion price of $19.40 per Common Share (approximately 
1.2887 Common Shares for each Convertible Preferred Share). Such conversion price is to be subject to adjustment 
as hereinafter described. If a Convertible Preferred Share is called for redemption, the right of conversion thereof 
shall terminate at the close of business on the business day prior to the date fixed for such redemption; provided, 
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however, that if the Company shall fail to redeem such share in accordance with the notice of redemption, the right of 
conversion shall revive and continue as if such Convertible Preferred Share had not been called for redemption. 


The provisions attaching to the Convertible Preferred Shares provide for the adjustment of the conversion basis 
in certain events, including: 


(a) the subdivision, consolidation or reclassification of the outstanding Common Shares; 


(b) the issue of Common Shares or securities exchangeable for or convertible into Common Shares to the 
holders of Common Shares by way of a stock dividend, other than an issue of Common Shares or securities 
exchangeable for or convertible into Common Shares to holders of Common Shares who exercise an 
option to receive dividends in Common Shares or securities exchangeable for or convertible into Common 
Shares in lieu of receiving cash dividends paid in the ordinary course or to acquire additional Common 
Shares as a result of the reinvestment of such cash dividends or the making of cash contributions pursuant 
to a dividend reinvestment and share purchase plan; 


(c) the issue of rights, options or warrants to all or substantially all the holders of Common Shares entitling 
them within a period of 45 days to acquire Common Shares (or securities exchangeable for or convertible 
into Common Shares) at less than 95% of the Current Market Price, as hereinafter defined, of the Common 
Shares, unless the holders of the Convertible Preferred Shares are allowed to participate as though they had 
converted their Convertible Preferred Shares into Common Shares prior to the issue of such rights, options 
or warrants; and 


(d) the distribution to all or substantially all the holders of Common Shares of shares of any other class or of 
rights, options or warrants (other than those referred to above) or of evidences of indebtedness or of assets 
(excluding Common Shares issued by way of stock dividends and cash dividends paid in the ordinary 
course, including any shares or other property distributed in lieu of such cash dividends at the option of 
shareholders), unless the holders of the Convertible Preferred Shares are allowed to participate as though 
they had converted their Convertible Preferred Shares into Common Shares prior to such distribution. 


The Company will be required to give at least 14 days’ notice to all holders of Convertible Preferred Shares of 
the record date for any of the above events other than a subdivision, consolidation or reclassification of the Common 
Shares. The Company will not be required to make adjustments in the conversion basis unless the cumulative effect 
of such adjustments would change the conversion basis by at least 1%. Fractional shares will not be issued on any 
conversion but in lieu thereof the Company will make cash payments. 


Under the provisions of the Convertible Preferred Shares, ‘*“Current Market Price’’ at any date will be defined to 
be the price per Common Share equal to the weighted average price per share for board lot sales of Common Shares 
on The Toronto Stock Exchange, or, if the Common Shares are not then listed on The Toronto Stock Exchange, on 
such stock exchange on which such shares are listed as may be selected for such purpose by the board of directors of 
the Company, during the 30 consecutive trading days commencing 45 trading days before such date. 


Redemption and Purchase 


Except as noted hereunder, the Convertible Preferred Shares will not be redeemable prior to June 25, 1988. If 
the Company shall have filed with the transfer agent for the Convertible Preferred Shares, on or before the day that 
the requisite notice of redemption is first given, a certificate certifying that the weighted average price at which the 
Common Shares have traded on The Toronto Stock Exchange during the period of 20 consecutive trading days 
ending on the fifth trading day preceding the date on which the notice of redemption is given was not less than 125% 
of the conversion price in effect on the day of filing such certificate, the Company may redeem at any time on and 
after June 25, 1988 and prior to the close of business on June 24, 1991 all or any part of the Convertible Preferred 
Shares on payment of $26.00 for each share to be redeemed, together with all accrued and unpaid dividends thereon 
to the date of redemption. 


The Convertible Preferred Shares will be redeemable on and after June 25, 1991 at the option of the Company in 
whole at any time or in part from time to time on not less than thirty days’ notice at the redemption prices per share 
shown below: 

If rédeemed on ‘or before Jime'24 8199249 eae ete ee $25.75 

If redeemed thereafter and on or before June 24, 1993 

If redeemed thereafter and on or before June 24, 1994 

If redeemed thereafter: 90)..60 ou te ae ee $25.00 


together, in each case, with all accrued and unpaid dividends thereon to the date of redemption. 


8 


In the case of a partial redemption, the shares to be redeemed will be selected by lot or redeemed on a pro rata 
basis or selected in such other manner as the board of directors shall deem equitable. 


Notwithstanding the foregoing, in the event that at any time not more than 300,000 Convertible Preferred 
Shares remain outstanding, the Company may redeem all, but not part, of such shares at the then applicable 
redemption price. 


The Company will be permitted at any time to purchase all or any of the Convertible Preferred Shares, through 
the facilities of a stock exchange on which the shares are listed or by invitations for tender to all holders, at a price per 


share not exceeding the then applicable redemption price, plus in all cases accrued and unpaid dividends and costs of 
purchase. 


Purchase Obligation 


Except as provided under ‘Restrictions on Dividends, Retirement and Issue of Shares’’, the Company will, in 
each 12 month period commencing on June 25 of each of 1991, 1992, 1993 and 1994, respectively, make all 
reasonable efforts to purchase 3% of the total number of Convertible Preferred Shares outstanding at the close of 
business on the last business day immediately preceding each such period, and will in each 12 month period 
commencing on June 25 of 1995 and each year thereafter make all reasonable efforts to purchase 3% of the total 
number of Convertible Preferred Shares outstanding on June 27, 1995, in each case if and to the extent such shares are 
available at prices not exceeding $25.00 and costs of purchase. If, after reasonable efforts (as the Company in its sole 
discretion shall determine), the Company is unable to purchase such number of shares in any such 12 month period, 
the Company’s obligation to purchase shares with respect to such 12 month period will be extinguished. 


Restriction on Dividends, Retirement and Issue of Shares 


So long as any of the Convertible Preferred Shares are outstanding, the Company shall not at any time without, 
in addition to any approval that may then be prescribed by applicable law, the approval of the registered holders of the 
outstanding Convertible Preferred Shares as set forth under ‘‘Modification’’: 


(a) declare, pay or set apart for payment any dividend on the Common Shares or any other shares of the 
Company ranking as to the payment of dividends junior to the Convertible Preferred Shares (other than a 
stock dividend payable in shares of the Company ranking as to the payment of dividends junior to the 
Convertible Preferred Shares); or 


(b) redeem, purchase or otherwise retire or make any capital distribution on or in respect of any Common 
Shares or any other shares of the Company ranking as to the return of capital junior to the Convertible 
Preferred Shares (except out of the net cash proceeds of a substantially concurrent issue of shares of the 
Company ranking as to the return of capital junior to the Convertible Preferred Shares); or 


(c) redeem, purchase or otherwise retire less than all the Convertible Preferred Shares then outstanding; or 


(d) redeem, purchase or otherwise retire any other shares of the Company ranking as to the payment of 
dividends or the return of capital on a parity with the Convertible Preferred Shares; or 


(e) issue any additional Convertible Preferred Shares or any shares ranking as to the payment of dividends or 
the return of capital prior to or on a parity with the Convertible Preferred Shares; 


unless all dividends then payable shall have been declared and paid or set apart for payment in respect of the 
Convertible Preferred Shares and all dividends then payable on all other shares of the Company ranking prior to or on 
a parity with the Convertible Preferred Shares in respect of the payment of dividends then issued and outstanding 
shall have been declared and paid or set apart for payment. 


Voting Rights 


The holders of the Convertible Preferred Shares will not be entitled as such to receive notice of, or to attend, or 
to vote at, any meeting of the shareholders of the Company unless the Company shall have failed to pay eight 
quarterly dividends on the Convertible Preferred Shares, whether or not consecutive. In that event and only so long 
as any such dividends on such shares remain in arrears, the holders of the Convertible Preferred Shares will be 
entitled to receive notice of, and to attend, all meetings of shareholders of the Company and to cast one vote for each 


Convertible Preferred Share held. 


Modification 


The provisions attaching to the Convertible Preferred Shares as a series may be deleted, varied, modified, 
amended or amplified with the approval of the holders of the Convertible Preferred Shares, which approval may be 
given in writing by the holders of not less than two-thirds of the Convertible Preferred Shares then outstanding or by 
resolution passed by not less than two-thirds of the votes cast on a poll at a meeting or adjourned meeting of the 
holders of the Convertible Preferred Shares then outstanding duly called for that purpose. 


PRICE RANGE AND TRADING VOLUME OF COMMON SHARES 


The Common Shares of the Company are listed on the Toronto, Montreal and Vancouver stock exchanges in 
Canada and on the New York and Pacific stock exchanges in the United States. The table below sets out the high and 
low prices for the Common Shares and the number of Common Shares traded on The Toronto Stock Exchange for the 
periods indicated: 


Price Range Number of 

High Low shares traded 

1983 ° First quarter... yay. chose eee een eee 15% 13% 1,949,800 
Second! quarter 4 case soc hyae: aie ee eee ee eae 15 132 3,602,100 

Third ‘quartet. .:4¢ a5 te 6.7 ent he ee ee ee ies 15¥8 13% 322152300 

Fourth Quarter’ 2. fcohcs. ec eaves ts ape te cee ey ee a neces 15% 14% 1,294,400 

1984 = First.quarter) 2% ....e. 337 Re: See See eee eee eee 15% 14% 2,254,500 
Second. quartet a-21. 2 sco eee cee eee eee ne 14% 13% 1,526,800 

Third. quarter 5. 0: <cad ee oe ee ee nee eee 14% 13% 1,214,500 

Fourth quarter's... 27-2 Btess se se eee ee 15% 13 2,734,200 

1985 January 2% co foc: siceatee ce eeecee eye aetna nea ee er 15% 14% 349 400 
February: <scish0 <'eh se oe gets eeure ee ccoy tence nee ae ee eee 15% 14% 937,100 

March e265 ud acca hee Oe ee ee ee 15% 145% 499,500 

Aprils 2% sea ss ud@oecnnega © tence ean ene een ene eee 16% 14% 396,500 

May eo ale al Shee ae cere one 18% 15% 562,000 


On May 28, 1985, the day immediately preceding the date of the agreement referred to under ‘*Plan of 
Distribution’’, the closing price of the Common Shares of the Company on The Toronto Stock Exchange was $17/%. 
On June 5, 1985 the closing price of the Common Shares of the Company on The Toronto Stock Exchange was $17%. 

DIVIDEND RECORD 


The Company has paid the following dividends during the periods indicated: 


Year ended December 31 


84 1983 ws? ws 1980 
Series A’ Prefered Shateswenn nee $425 $4.25 $4.25 $4.25 $4.25 
Common Sharésusjneet i eee $1.04 $1.04 $1.04 $0.92 $0.80 


The Company has declared a dividend on the Common Shares of 26¢ per share, payable June 28, 1985 to 
shareholders of record June 7, 1985. 


CANADIAN INCOME TAX CONSIDERATIONS 


In the opinion of Farris, Vaughan, Wills & Murphy and Lawson, Lundell, Lawson & McIntosh, the following 
summary fairly describes the principal Canadian federal income consequences arising under the Income Tax Act 
(Canada) (the “‘Act’’) to a person resident in Canada who holds Convertible Preferred Shares as capital property and 
who deals at arm’s length with the Company. The summary is based upon the current provisions of the Act and the 
regulations thereunder, the proposed amendments to the Act as contained in a Notice of Ways and Means Motion 
tabled in the House of Commons on May 9, 1985 (the ‘“Technical Amendments’’), the proposed amendments to the 
Act as described in a Notice of Ways and Means Motion tabled in the House of Commons on May 23, 1985 (the 
‘Budget Amendments’’) and published interpretations and practices of Revenue Canada. References to the Act are 


made on the assumption that the Technical Amendments and the Budget Amendments are enacted as so proposed 
and the opinion expressed in this summary is accordingly qualified in that respect. The summary does not consider 
the effect of any provincial income tax legislation. 


Prospective purchasers are advised to consult their own tax advisers as to their particular income tax situation. 


Taxation of Dividends 


Dividends received on the Convertible Preferred Shares will be included in computing the shareholder’s 
income. If the shareholder is an individual, the gross-up and dividend tax credit provisions applicable to dividends 
received by individuals from taxable Canadian corporations will apply in respect of all dividends received. The 
grossed-up amount of such dividends will be included in computing the individual’s entitlement to the annual 
deduction of up to $1,000 for qualifying Canadian source interest and dividends. 


A shareholder which is a corporation (other than a ‘‘specified financial institution’, as defined in the Act) will 
generally be entitled to deduct dividends received on the Convertible Preferred Shares in computing its taxable 
income. A specified financial institution will also be entitled to deduct dividends on the Convertible Preferred Shares 
if, at the time the dividend is received, the Convertible Preferred Shares are listed on a prescribed stock exchange in 
Canada and the specified financial institution alone or together with persons with whom it does not deal at arm’s 
length receives dividends in respect of not more than 10% of the Convertible Preferred Shares outstanding at the time 
the dividend is paid. 


A shareholder which is a private corporation (as defined in the Act) or any other corporation controlled directly 
or indirectly by or for the benefit of an individual or a related group of individuals may be liable to pay a 25% 
refundable tax under Part IV of the Act on dividends received on the Convertible Preferred Shares to the extent that 
such dividends are deductible in computing the taxable income of the corporation. 


Disposition 


A shareholder disposing of a Convertible Preferred Share, either by way of a sale to a third party or to the 
Company on the open market or by way of a redemption by the Company, will realize a capital gain or a capital loss to 
the extent that the proceeds of disposition of the Convertible Preferred Share exceed, or are exceeded by, the 
aggregate of the adjusted cost base of the Convertible Preferred Share and any costs of disposition. One-half of any 
such capital gain will be included in computing the shareholder’s income and, in the case of an individual other than 
a trust, will be eligible for a special deduction in computing taxable income of an amount equal to the lesser of the . 
individual’s net eligible taxable capital gains for the year and his unused exemption in accordance with certain limits 
as described in the Budget Amendments. If the shareholder is a corporation or a partnership or trust of which a 
corporation is a partner or beneficiary, a capital loss realized on the disposition of a Convertible Preferred Share may, 
in certain circumstances, be reduced by the amount of any dividends which have been received or deemed to have 
been received in respect of such Convertible Preferred Share. 


An amount paid by the Company on the redemption or acquisition by it, other than a purchase on the open 
market, of Convertible Preferred Shares in excess of the paid-up capital of $25.00 per share will generally be treated 
as a dividend. The amount of any such dividend will not be included in computing the proceeds of disposition to any 
such shareholder for purposes of computing the capital gain or capital loss on the disposition of the Convertible 
Preferred Shares. To the extent that such amount does not represent a payment of accrued and unpaid dividends on 
the Convertible Preferred Shares being redeemed, it will not be eligible for the annual $1,000 deduction available to 
individuals as described above. 


Conversion 


The conversion of Convertible Preferred Shares into Common Shares will be deemed not to be a disposition of 
the Convertible Preferred Shares and accordingly will not give rise to any capital gain or capital loss. The cost to a 
holder of Common Shares received on conversion will be deemed to be the adjusted cost base of the Convertible 
Preferred Shares immediately before conversion. In accordance with the current administrative practice of Revenue 
Canada, a holder who receives cash in lieu of a fractional Common Share will have the option of recognizing the 
capital gain or capital loss arising on disposition of the fractional share in computing his income for the year in which 
the conversion occurs or, alternatively, of reducing the adjusted cost base of his Common Shares by the amount of 


cash so received. 
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LEGAL MATTERS 


The matters referred to under “‘Eligibility for Investment’’ and “‘Canadian Income Tax Considerations’’ and 
certain other legal matters relating to the Convertible Preferred Shares will be passed upon by Farris, Vaughan, Wills 
& Murphy, Vancouver, on behalf of the Company and by Lawson, Lundell, Lawson & McIntosh, Vancouver, on 
behalf of the Underwriters. Lawson, Lundell, Lawson & McIntosh have acted, and may from time to time in the 
future continue to act, for the Company and affiliated corporations in certain matters including applications to the 
National Energy Board. 


TRANSFER AGENT AND REGISTRAR 


The registers on which transfers of the Convertible Preferred Shares may be recorded will be kept at the 
principal office of The Canada Trust Company in Vancouver, Calgary, Regina, Winnipeg, Toronto and Montreal. 


STATUTORY RIGHTS OF WITHDRAWAL AND RESCISSION 


Securities legislation in certain of the provinces provides purchasers with the right to withdraw from an 
agreement to purchase the securities offered hereby within two business days after receipt or deemed receipt of a 
prospectus and any amendment. In several of the provinces securities legislation further provides a purchaser with 
remedies for rescission or, in some jurisdictions, damages where the prospectus and any amendment contains a 
misrepresentation or is not delivered to the purchaser but such remedies must be exercised by the purchaser within 
the time limit prescribed by the securities legislation of his province. Purchasers in Saskatchewan, as a term of this 
offering, are given the same rights of rescission and withdrawal as if it had been necessary to have a prospectus and 
any amendments accepted by the Saskatchewan Securities Commission. The purchaser should refer to any 
applicable provisions of the securities legislation of the purchaser’s province for the particulars of these rights or 
consult with a legal adviser. 


CERTIFICATES 
Dated: June 6, 1985 


The foregoing, together with the documents incorporated herein by reference, constitutes full, true and plain 
disclosure of all material facts relating to the securities offered by this short form prospectus as required by the 
securities laws of British Columbia, Alberta, Saskatchewan, Manitoba, Ontario and New Brunswick. This short 
form prospectus, as supplemented by the permanent information record, contains no misrepresentation that is likely 
to affect the value or the market price of the securities to be distributed, within the meaning of the securities laws of 
Quebec. , 


(Signed) John Anderson (Signed) D. H. Parkinson 
President and Chief Executive Officer Senior Vice President and 


Chief Financial Officer 


On behalf of the Board of Directors 


(Signed) E. C. Phillips (Signed) A. H. Willms 
Director Director 


To the best of our knowledge, information and belief, the foregoing, together with the documents incorporated 
herein by reference, constitutes full, true and plain disclosure of all material facts relating to the securities offered by 
this short form prospectus as required by the securities laws of British Columbia, Alberta, Saskatchewan, Manitoba, 
Ontario and New Brunswick. To our knowledge, this short form prospectus, as supplemented by the permanent 
information record, contains no misrepresentation that is likely to affect the value or the market price of the securities 
to be distributed, within the meaning of the securities laws of Quebec. 


McLEOD YOUNG WEIR LIMITED DOMINION SECURITIES PITFIELD LIMITED 


By: (Signed) Eric L. Schwitzer By: (Signed) Mark L. Cullen 


The following includes the name of every person having an interest either directly or indirectly to the extent of 
not less than 5% in the capital of: 


MCLEOD YOUNG WEIR LIMITED: A.G.E. Taylor, T.E. Kierans, J.M.G. Scott, RB. Farrill, D.T.C. Moore, T.R.W. 
Crawford, C.D.G. Hackett, A.D. Massey, D.F Sullivan, J.S.A. MacDonald, W.D. Wilson, W.J. Bennett, A.O. 
Miller, T.H. McNabney, G.F Cheesbrough, G.A. Archambault, W.J. Corcoran, and Shearson Lehman Brothers 
Inc.; and 


DOMINION SECURITIES PITFIELD LIMITED: None. 
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